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Condensed Statement of Condition, September 30, 1956 


ASSETS  (Liee) LIABILITIES 

Cash, Balances with Banks & a 1,150,000,000 

Money at call. . ... . 204,300,173,330 Ordinary Reserve Fund . 7,315,000,000 
Govt. & semi-Govt.Se- | , ‘ , 

Invest. curities & Treasury 8,465,000,000 

ments Bills ...... 98,766,883,111 Deposits & Current Accounts . 645,845,120,853 


Other Securities. . . — 8,277,771,758 
Contango, Advances on Seeusi- 


ties & Loans . . 288,701,182,691 
Bills receivable . . . ... 196,382,651,568 
Sundry accounts ..... 4,202,815,589 
Premises, Furnitures & Fixtures I 


Customers’ Liability for Guar- 
antees & Acceptances . . . 61,829,030,338 


862,460,508,386 


Securities spaced -" Third 

Parties. . . - 239,491,611,038 
Special ‘mane Accounts. . 11,652,562 
Staff Assistance & Retirement 

Fund - Securities deposited 


by the Bank as Guarantee. .  15,325,115,200 


1,117,288,887,186 





Cheques in circulation (Assegni 





Circolari). . . . » 19,91 1,582,607 
Bills for collection . . ... 42,033,557:293 
Guarantees & Acceptances for 

A/C of Customers . . . . 61,829,030,338 
Sundry Accounts. . .... 68,239,969,125 
Staff individual Retirement Ac- 

counts. . . 2. 2 © 2 © « 14,694,207,118 
Unearned Discount & other 

unearned Income . . 3442,041,052 

862,460,508,386 


Depositors of Securities + 239,491,611,038 
Accounts ae = 

Accounts. . . ° 11,652,562 
Bank’s Securities guarantecing 

Staff Assistance & Retirement 

a eee ee 15,325,115,200 


1,117,288,887,186 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT TO MEDIUM AND MINOR INDUSTRIES 
Capital, Reserves and Government Guarantee Fund L. 3,233,512,860 


SECTION FOR HOTEL AND TOURIST CREDIT 


Aggregate Capital and Reserves L. 844,523,600 


SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves L. 2,666,554,713 - Government Guarantee L. 2,000,000,000 


SECTION FOR MORTAGE CREDIT 


Aggregate Capital and Reserves L. 2,138,457,994 
SECTION FOR CINEMA CREDIT 


| Aggregate Capital and Reserves L. 914,910,327 | 
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SUMMARY 


In the article entitled « Some Characteristics of Italian Economic Development, 
1950-1955 », Vera C. Lutz analyses — within the limits allowed by the available sta- 
tistical material — some of the less widely discussed features of Italy’s rapid economic 
expansion of recent years. She examines the factors which have helped to determine the 
high rate of income growth, the pattern of investment, and their effects on employment 
and productivity. 

The national income statistics indicate that the gross national product rose by over 
5 per cent per annum in real terms, and that gross investment was running at a rate of 
between 20 and 23 per cent of the gross product. The active capital resources of the 
economy were further strengthened by the bringing into operation of previously unused 
capacity. It has been a source of some surprise, therefore, that so small an inroad was 
made on unemployment and on the poverty of the masses of so-called « under-employed ». 
A very rough estimate places the increase in total employment over the five years at less 
than 5 per cent, the increase in non-agricultural employment being somewhat higher in 
view of the decline that is presumed to have taken place in agricultural employment. 
Thus total employment probably grew no faster than in many full employment econo- 
mies. And the experience of the period casts doubt on the assumption that high rates of 
income growth and investment — on which the « Vanoni Plan » so largely relies — are 
in themselves an adequate solution for the unemployment problem. 

In looking more closely at the nature of the development process — and particularly 
of industrial development — during the years under review, a distinction must be drawn 
between that part of the economy for which employment, output, and earnings statistics 
are all reasonably good, and that part for which some or all of these statistics are poor 
or non-existent. The part of Italian industry which is comparatively well-documented, 
and which is referred to in the article as « Group I » of industry, comprises most of the 
sectors (outside of construction) which are predominantly organised in the form of 
medium- or large-scale units of production: viz. mining, textiles, engineering, metallurgy, 
chemicals and allied trades, construction materials, paper, printing, leather, and elec- 
tricity. This industry-group is essentially that which is well covered both by the index 
of industrial production and by the Ministry of Labour employment statistics. Although 
a large part of industrial investment must have gone into this important group, the 
increase in employment in the’ group during the period was extremely small — about 
2 per cent in the numbers employed, and about 4 per cent in man-hours worked. The 
group absorbed perhaps no more than 40,000 additional employees in five years. 

Evidently, the capital investment in this industry-group served more to increase the 
« capital-depth » of a constant occupied labour force than to broaden the employment 
base. The capital deepening, to the extent that it took the form of increased mechanisa- 
tion in the individual industries, was the primary factor responsible for the marked 
improvement in average productivity per man-hour (amounting to something like 57 per 
cent over the five years) in the group. In part, however, it took the form of an increase 








in the relative weight — in terms of employment as well as of output — of the more 
capital-intensive, as opposed to the less capital-intensive sectors. The capital deepening 
process, though partly due to technological factors, to the exploitation of new resources, 
and to changes in demand, was also encouraged by rising wage-rates. 

The workers in this industry-group enjoyed a rise in real wage rates which may be 
estimated as amounting, in terms of the goods they consumed, to at least 12 per cent. 
The rise in terms of the goods produced by this industry-group, and therefore in the real 
cost of labour to the employer, is more difficult to estimate, but it was certainly much 
higher — probably over 30 per cent. 

It is emphasized that « Group I » of industry accounted for not much more than 
half of total industrial employment in the 1951 Census. Its comparative smallness makes 
it hasardous to generalise from the experience of this industry-group to that of the 
remainder of Italian industry and still less to the remainder of the entire Italian economy. 

A large part of the remainder of Italian industry (including the food, clothing, 
wood and furniture trades, and small engineering) consists of artisan, and other very 
small firms, to which collective wage contracts rarely apply, and for which statistics of 
earnings levels as weli as of employment are lacking. Similar conditions apply to com- 
merce. And for still other sectors, even of the non-agricultural economy, viz. construc- 
tion and transport, employment statistics are again poor, although it is evident that these 
two sectors must have absorbed several hundreds of thousands of additional employees 
during the period. Where the remainder of the aggregate increase — of possibly close 
to a million — in the numbers employed outside of agriculture went cannot be definitely 
established. It seems to follow merely from a process of elimination, however, that the 
bulk must have found their way into the small-scale, labour-intensive, and other family- 
type businesses which abound in those manufacturing industries that are classified in 
the article under « Group II », and into commerce. The development process of the 
period thus seems to have been of a dual character. In one area of the economy, covering 
« Group I » of industry, construction, transport, and limited zones (roughly coincident 
with those under effective trade union organisation) within « Group II » of manufacturing 
industry and within commerce, real wage rates, and in some instances also profits, rose 
substantially. On the other hand, the additional employment of the period went not so 
much into this area of the economy as into that which is predominantly the province of 
artisan, and other tiny firms, and which was not only poorer to start with, but probably 
also enjoyed smaller gains in average earnings over the period than did the more pros- 
perous area. It would thus seem not merely that the volume of unemployment was not 
significantly reduced, but that a good part of the additional employment of the period 
took place in activities where income levels fall below the « tolerable » minimum. 

This account — which is admittedly partly conjectural — of the economic develop- 
ment process of the period 1950-1955 depicts it as an uneven one, the increase in income 
being very largely concentrated among the numbers who were already employed and 
especially among those who were wage- or profit-earners in the activities that are mostly 
in the hands of medium- or large-scale firms, In order for the increase in prosperity to 
be more evenly spread in future, it would be necessary, the author argues, for the core 
of Italian industry comprised in « Group I » to expand employment more rapidly than 
in the past. This implies that investment would have to be less heavily concentrated in 
the highly capital-intensive sectors, and that prices must be kept competitive in inter- 
national markets, in which a key role still belongs to the relatively labour-intensive sectors 





of textiles and engineering. This would mean in turn that wage and profit restraint 
must be exercised in the more prosperous area of the economy. 

Mrs. Lutz sums up by saying that the experience of the period 1950-55 provides 
an illustration of the choice which inevitably faces any economy that is far from having 
reached full employment. The Italian economy may go on developing in a way which 
allows the income levels of the more prosperous groups to continue rising at a rate com- 
parable with that achieved in recent years, and comparable with what could unquestion- 
ably be afforded in an economy which had already reached full employment. Or it may 
follow a direction which leads first and foremost to a reduction in the numbers of the 
unemployed, and an improvement in the levels of earnings of the large part of the popula- 
tion which is at present on or below the « poverty-line ». The third possibility — that 
of making rapid strides in both directions at once — would require a much larger invest- 
ment programme than can at present be realistically contemplated. 


V. Paretti and G. Bloch contribute a comparative study of the volume, structure 
and development of « Industrial Production in Western Europe and in the United States, 
1901 to 1955 ». 

After a brief description of the methods employed, the study describes the distribu- 
tion of industrial production in 1955 between the individual countries of Western Europe. 
The authors then examine the development of industrial production between 1901 and 
1955 in Western Europe as a whole, in each of the various Western European countries 
and in the United States. In comparing the rate of development in the United States 
with that in Europe, they show that the « falling-behind » of Europe was principally 
due to the impact of the two world wars on European industrial production. 

The structure of industrial production — that is, the distribution between the various 
branches — differs from country to country. But between 1901 and 1955 the structural 
changes followed the same course everywhere: the metal products and chemical sectors 
increased at the expense of the food and textile industries, while the relative share of 
the basic metal industries remained almost unchanged. 

The study concludes with an examination of the volume and development of indus- 
trial product per head over the same period, both in Western Europe and in the United 
States. A detailed account of the methods of calculation and supplementary information 
is contained in the annexes. 


The Special Account procedure, a variant of the familiar technique of variable legal 
minimum reserve ratios, is a unique Australian contribution to the art of central banking. 
It was devised in 1941, primarily to meet the needs of credit control during the war, but 
the banking legislation of 1945 made it part of Australia’s peace-time system of central 
bank control. 

The procedure has now been in use for fifteen years. Prof. H.W. Arndt, in his 
article « The Special Account Procedure as a Technique of Central Bank Control », 
assesses its merits as a central banking technique in the light of a detailed study of the 











Commonwealth Bank's special account policy over this period. He finds that the Special 
Account procedure has proved to be a powerful and flexible instrument which has, for 
the first time, given the Australian central bank adequate control over trading bank 
liquidity. But the appropriate use of special accounts in the difficult conditions of almost 
continuous inflationary pressure has been no easy task. The Commonwealth Bank has 
experimented with a variety of special account policies, including an unsuccessful attempt 
to operate on the basis of voluntary adherence by the trading banks to conventional liquid 
asset ratios. Its most recent policy appears to assimilate special accounts closely to the 
New Zealand Reserve Bank’s use of variable minimum reserves to keep trading bank 
liquidity at low levels but relieve pressure by central bank loans at penal rates. 
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Some Characteristics 


of Italian Economic Development, 1950-1955 


1. Introduction. 


It has frequently been remarked that the 
rapid expansion of the national product and 
the high proportion of total resources devoted 
to investment purposes, during the last five 
or six years in Italy, have been accompanied 
by what appears to be a disappointingly small 
improvement in the level of employment, and 
that, despite the special measures taken to 
encourage industrial development in the Mez- 
zogiorno, where the dual problem of unem- 
ployment and excessively low incomes is at 
its worst, progress in that direction also has 
been slow. 

Since it is on the continuance of high rates 
of income growth and of investment that the 
« Vanoni Plan » (1) largely pins its faith as 
the means of overcoming unemployment and 
the extremes of poverty within a decade, it, 
seems opportune to take — in so far as the 
available material allows — a more detailed 
look at what has actually happened during 
the past five years or, roughly speaking, since 
the Italian economy passed out of the stage 
of « post-war reconstruction » into that of 
« development ». What kind of development 
process has this been? And does the answer 
to this question provide a pointer to changes 
in direction which the process would need to 
make in the future in order for the aims of 
the « Vanoni Plan » to be realised. 


(1) Elements of a Programme for Raising Income and 
Employment Levels in Italy over the Ten Years 1955-64 (Pro- 
visional Draft), January 1955. 


2. Factors Affecting the Rate of Income Growth. 


The official figures for the gross national 
product at market prices in each of the years 
1950 to 1955 are shown in Table 1 (2). It is: 
estimated that over this period the gross pro- 
duct increased in real terms at an average 
annual rate of over 5 per cent. The rate of 
growth fluctuated considerably from year to 
year. The unevenness was, however, mostly 
due to the large proportion of the total na- 
tional product which is accounted for by agri- 
culture (see Table 2), and the consequent 
strong influence of harvest variations (3). 

The upward movement in industrial out- 
put (excluding construction) taken by itself 
proceeded, according to the official index, at 
an average annual rate of some ro per cent; 
and the movement (corrected for normal 
seasonal variations) was uninterrupted by such 
temporary downturns as were experienced in 
a number of other countries. Concerning this 
measure of industrial expansion, however, it 
should be remarked that the official index is 
inevitably based on data relating to a limited 
part of total industrial activity. It relates 
essentially to the activities which are carried 
on in medium- and large-scale units of pro- 
duction, and is not necessarily representative 
of the movement in those sectors — forming 


(2) An analysis by industry divisions of the gross product 
(at factor cost) of the private sector follows in Tables 2 and 3. 

(3) The real percentage rates of growth from one year to 
the next, calculated by valuing 1951 imcome at 1950 prices, 
1952 income at 1951 prices, and so on, were estimated as follows: 
1950-51 6.0; 1951-52 3.0; 1952-53 7-0; 1953-54 4-6; 1954-55 7-2- 
(Cf. Relazione generale sulla situazione economica del Paese, 
1954 and 1955). 
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GROSS NATIONAL PRODUCT AND EXPENDITURE AT MARKET PRICES Tass 1 
(Milliards of lire) 


a 





a 














|. 7...) 2S? 4 Oe 1953 | 1954 1955 
ERT 
1. Total consumption expenditure. . . . . | 6,817 | 7,799 | 8,509 9,149 95576 10,213 
2. Gross capital formation. . . . . . . | 1,643 | 2,058 | 2,110 2,284 | 2,489 2,925 
3. Total domestic expenditure . . 3,460 9.857 | 10,619 11,433 | 12,065 13,138 


4. Exports of goods and services, and income receiv- 











ed from abroad (1). . 963 1,279 | 1,160 1,337. | 1433 1,620 
5. Less Imports of goods ite services, a income 
paid abroad (1) . ‘ 1,033 1,437 1,569 1,677 1,678 1,856 
6. Gross national —— a ee eatenel pro- ae Paes neeaaten —— — - 
.. ———aee ‘ ine 8 8,390 | 9,699 | 10,210 11,093 11,820 12,902 
| 
7. Deficit in balance of payments (2)(=5—4). . 70 158 | 499 340 245 236 
8. Total resources available for internal use (=6+7) 
(=total domestic expenditure) . . 8,460 9,857 | 10,619 11,433 12,065 13,138 | 
9. Ratio of gross investment to _ lathe ox | | ee | | | 
duct (per cent). . . . 19.6 | 4.2 | 207 206 | 238.8 22.7 
10. Ratio of gross investment to soeal resources er | 
omg «. - : = 19.4 20.9 | 19-9 20.0 20.6 22.3 
11. Ratio of item 7 to item 6 Ga cai “asic Ela 8 1.6 4:0 | 3.1 2.1 1.8 


(1) Includes income on investments, and remittances of temporary emigrants. Does not include gifts, either governmental or 


private. 
(2) Defined in accordance with the description of items 4 and 5. 


Calculated in accordance with the OEEC scheme, the gross national product is higher (for the reason given in the footnote 
to Table 2 below). The resultant figures, with the corresponding investment ratios, are as follows: 


Gross National Product at Market Prices, According to OEEC Scheme 











| 1950 | 1951 | 3952 | 1953 1954 1955 | 
Leceaenithteiaentienihiinidiainrmmretemtnetere-tamaien = Leserhrrreysia? Scmaeseiaill 
I. Gross national product. . . oscars op CSB | 10,009 10,633 | 11,616 | 12,409 | 13,529 | 
Il. Total resources available for cent use . . | 8,688 10,167 | 11,042 | 11,956 12,654 13,765 
| I. Investment . . . eres eee 1,643 | 2,058 | 2,110 | 2,284 | 2,489 | 2,925 
Ratio III+I (per dala. se se ee 6 OPT ERS Pi gs | “Sep 20.1 21.6 
Ratio II+II (per cent). . . . . . s | 189 | 202 | 19.5 | 19.3 | 19.7 21.2 | 
a large part of the total industrial economy —- _ it is likely to be in some other Western coun- 


which are predominantly the province of very _ tries. 





small firms (4). Indeed, the presence in the 
Italian economy of a large number of tiny 
producing units and — what is partly a result 
of this — the lack of comprehensive fiscal 
data on incomes, inevitably makes the possible 
margin of error in Italian national income 
statistics as a whole a good deal larger than 


(4) Cf. p. 169 below. 


It has been commented in the « Vanoni 
Plan » that an average rate of growth of 5 per 
cent in the gross national product is a high 
one. The rate appears high both in relation 
to earlier Italian experience, and — even 
allowing for the difficulties of making precise 
international comparisons — in relation to 
the rates registered over the last six years in 
other Western countries, with the exception 
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GROSS PRODUCT OF PRIVATE SECTOR AT FACTOR COST BY INDUSTRY OF ORIGIN TABLE 2 
(Milliards of lire) 














nites pions ili EDR ETS —_ 
| 1950 | 1951 | 1952 1953 | 1954 | 1955 
































ae ei eta a tees ae Psy 
1. Agriculture, forestry and fishing . . . . 2,234 | 2,332 2,352 2,678 | 2,666 2,801 
eS <a S46 ws eek ee 58 97 | 112 116 | 132 | 167 
eS See Bs es 2,438 3130 | 35139 35335 30536 | 3,839 
4. Building . . . 4 Roe Qe 234 «| 289 | 404 531 | 628 738 
5. Electricity, gas and water . . . . . . 180 205 | 231 255 | 274 «| 291 
6. Transport and communication . . . . . 479 534 596 643 713 799 
7. Distributive trades and miscellaneous services . | 1,302 | 1,419 1,558 1,340 1.443 | 1,546 
8. Insurance, banking and finance. . . . . Jj 321 351 | 391 
|g. Ownership of buildings . | 76 | 1x8 | 148 | 160 bs 175 | 208 
a te Pee ee 7,001 8,124 | 8,540 | 95379 | 9,918 10,773 
11. Adjustments . . = 427 535 | 656 | 779 872 | 952 
(a) for duplications within ie guleans 4 sector . 199 205 233 | 256 283 | 325 
(b) for « intermediate » services rendered by the 
public authorities to the private sector (1) . 228 310 423 523 589 - 627 
12. Adjusted total gross product 6,574 7,609 | 7,884 | 8,600 9,046 9,821 
| | 





(1) By contrast with the schemes used by some other countries and also with that proposed by the OEEC, the Italian national 
income statistics treat only part of the services rendered by the public authorities as « final». They distinguish, that is to say, 
between the services which are « final » in the sense that they directly benefit the citizens, and the services that are « interme- 
diate » in the sense that they benefit, or are used by the various productive sectors. The second group figures among the deduc- 
tions that have to be made from the value of total output of the private sector in order to obtain the « value added » of that sector. 


of Western Germany. And, in the case of the 
latter, the exceptionally high rate achieved 
was partly a reflection of the absorption, into 
the productive system, of additional workers 
on a scale which is unfortunately far from 
having been reached in Italy. 

The « Plan » drew attention to a number 
of special factors — of a non-recurrent na- 
ture — from which the Italian economy had 
benefited over the preceding five years, and 
which help to explain the high rate of income 
growth. First, both industry and agriculture 
were catching up with a backlog of technical 
improvements of which the adoption had 
been delayed by the war and by the early 
post-war difficulties; and they were thus able 
to achieve rates of increase in productivity 
that were above normal. 

Secondly, substantial margins of excess 
capacity existed in certain lines at the be- 
ginning of the period, and part of the sub- 
sequent expansion of output came about 


through the gradual bringing into use of 
these reserves of plant and equipment. 

A third factor was the impact effect of 
the liberalisation of imports — begun in 1949 
and intensified in the two following years — 
which gave Italian industry access to sources 
of supply of certain goods (especially of ma- 
chinery and equipment) from which it had 
previously been cut off by quantitative res- 
trictions. 

All of these factors had the effect of allow- 
ing output to expand more than would nor- 
mally be possible on the basis of a given level 
of capital formation. All of them are by 
now more or less fully integrated into the 
economic system, and cannot be expected to 
exert the same effect on the future rate of 
income growth as they did on the past rate. 

At least one other factor should be kept in 
mind as likely to help keep the future statis- 
tical rate of income growth in Italy high. 
It concerns the effect on the national income 
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TABLE 3 
GROSS PRODUCT AT FACTOR COST 
OF MANUFACTURING INDUSTRIES 
(Milliards of lire) 

1953 | 1954 | 1955 | 
ee + ee _ | ‘SEO 
1. Food, drink and tobacco . 632 | x a, 
2. Textiles . ey | 383| 389 359 | 
3 Cutinn, fpoichingn leather, | 

etc. . 137; 146] 134) 
4:Wood . - ~~ ~~ ~~ | 872) 167 | 177 | 
RS a eee oe 53 | 55 | 62 | 
COE lies bogus 5 55 | 59 | 59 | 
7- Metal manufacture ° 246; 276| 350) 
8. Engineering . . 1 $857 896; 979! 
9. Processing of non- feelin | 

minerals . ° 141| 150 177 | 
10. Chemicals and allied ae > 47°| 542) 636 
11. Printing, gramophones, films, 

and cinematographic, and mis- 

cellaneous i ae 189! 197| 216 








| | 
12. Total . 35335 3536 | 3,839 
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statistics-of the possible decline in the import- 
ance of « auto-consumption » in the agricul- 
tural sector. 

Agricultural output which is consum- 
ed by the producers themselves is counted in 
the gross national product at its value at the 
farm rather than — as has sometimes been 
recommended by experts in national income 
accounting — at the retail price for which 
it would sell in, say, the nearest market cen- 
tre. A rough estimate indicates that « auto- 
consumption » still represented in 1955 close 
on 30 per cent of total saleable agricultural 
output in Italy. It will become a declining 
proportion as workers now engaged in agri- 
culture move away to other sectors (industrial 
or tertiary). An this shift will lead to an 
expansion of tertiary activities (transport, and 
the distributive trades) which represents a 
« fictitious » element in income growth, i 
the sense that it causes the national product 























PRICE INDICES, ANNUAL AVERAGES TABLE 4 
(1938= 1) 
| — ¥ Increase 
| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1950-1955 
| | | (per cent) 
= ea a ana prone $$} | —__ | —__— on 
| I. Wholesale prices: é | 
| 1. General index (ISTAT) . 49-0 | | 55-8 | 52-7 52-5 | 52-9 | 53-2 8.5 | 
2. Food products (ISTAT) . 52.3 | 55-2 54-0 56.7 | 57-7 | 58.6 | 12.0 
3- (a) Industrial materials and products «) 49-4 62.3 56.0 51.4 | 50-9 | 50.9 | 3-0 
(b) Industriai materials (3) : 55-4 | 72-5 69.0 | 60.5 | 57-2 | 59.7 | 7.8 
(c) Industrial products (3) (finished wn semifinished) 47-8 | 59-7. 52-8 | 49-2 | 49-2 | 48.7 1.9 
4- Consumers’ goods (1) 51-6 | 59-6 54-4 | 55-3 | 56-0 | 56.0 | 8.5 
| 5. Producers’ goods (1) 
(a) Investment goods (4) 54-7 68.1 70.3 | 62.4 | 60.0 | 63.7 | 16.4 
(b) Goods for immediate use (5) 49.5 49-1 48.0 | 44.5 | 45.0 46.4 | 14-6 
II. Cost of living (ISTAT): | 
1. General index 48-5 53-3. | 55-5 | 56.5 | 58.1 | 59.7 | 23.1 
2. Food 58-8 62.8 | 65.4 | 66.8 | 68.7 | 70.6 | 20.1 
3- Rent . 7-3 | 12.3 | 1§-6| 17.2 | 18.3 | 20.9 186.3 
Ill. m of wholesale - — to industrial nae | 
Pet ey ae 1.06 | 0.89 | 0.96 | 1.10) 1.13 | 1.15 | | 
IV. Ratio of cost of living (food) to wholesale food prices . 1.82 | 1084) 2.22 | 2.28 


119 | 1-20 | 


(1) Elaboration by Bank of Italy of ISTAT wholesale price indices. 
(2) All commodities from general index except food products, both raw and processed. 


(3) Sub-group of (a). 


(4) Metallurgical and engineering products, bricks, cement and other constructional materials. 


(5) Chemical materials and products, rubber and fuel. 
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to be inflated by the costs of marketing pro- 
duce which previously required no marketing. 

Even if the extent to which this factor 
helped swell the rate of growth in the Italian 
national product over the past few years was 
small, it might become more substantial in 
the future if — in accordance with the aims 
of the « Vanoni Plan » itself (5) — opportu- 
nities for employment in non-agricultural 
activities were to expand sufficiently to draw 
large numbers of the « under-employed » off 
the farms. And it would be one reason for 
expecting the national income figures to con- 
tinue showing a relatively high rate of growth, 
and a reason for supposing that the statistical 
rate might have to be somewhat higher than 
the 5 per cent assumed by the « Vanoni Plan » 
in order for the desired real rate to be 
achieved. 


3. The Pattern of Investment. 


The presumption that it will be possible 


to prolong the average « real » rate of income 
growth of 5 per cent per annum over the 
future occupies a key position in the « Vanoni 
Plan ». And a primary concern of the Plan 
is that of securing a future investment level 
sufficient to achieve this aim, on the pre- 
sumption that, with the exhaustion of the 
special factors referred to above, the level 
required would have to be higher than in the 
past (6). Our purpose here is not to discuss 
whether the required aggregate volume of 
investment can in fact be reached, but to call 
attention — with illustrations from the ex- 
perience of the recent past — to factors which 
may influence the pattern of investment, and 
particularly of industrial investment, and which 
therefore help to determine the employment 
effects of any given aggregate volume. 

The statistics (Table 1) for the five years 
1950 to 1955 show gross capital formation as 


(5) The « Plan» envisages an exodus from agriculture, 
within the decade 1955-64, of up to 900,000 workers (at present 
unemployed or « under-employed »). 

(6) The ratio of gross investment to total resources available 
would, the « Plan » assumes, rise to 25 per cent by 1964. 


having represented from 20 to 23 per cent 
of the gross national product (7) or from 19 
to 22 per cent of the total resources available 
for internal use inclusive of the contribution 
made by the deficit in the balance of pay- 
ments (8). 

Between 1950 and 1955 gross fixed capital 
formation, taken alone, rose in money terms 
by close on 80 per cent. The increase in real 
terms was perhaps of the order of 55 per 
cent (9), equivalent to an average annual rate 
of growth of about 10 per cent. 

One of the questions to which it would 
be important to be able to give an answer 
is why this comparatively high rate of invest- 
ment did not so far succeed in making much 
of a dent in the unemployment problem. 

The effect which the increase in total fixed 
capital formation could be expected to have 
in creating permanent additions to employ- 
ment and income naturally depends on the 
qualitative composition of the total. A good 
part (see Table 5) did in fact take the form 
of housing (partly state-aided), public works 
and land reclamation projects, which either 
have no direct effect in increasing the pro- 
ductive capacity of the economy or else begin 
to show significant effects only in the much 
longer run. In 1955 housing investment alone 
accounted for about 26 per cent of gross 
fixed investment, and housing plus public 
works (10) for 35 per cent. The proportion 
taken by these two categories in 1955 was 
thus substantially above the comparable figure 
(27 per cent) for 1950. By contrast, industry, 


(7) These proportions again appear high in comparison with 
the figures, in the neighbourhood of 15 per cent, found in most 
Western countries, even though they fall considerably below the 
levels reached in Western Germany. 

(8) The contribution from this source (equivalent, insofar as 
it was not covered by foreign grants, to dissaving in the form 
of drawings on foreign assets or of additions to foreign indebt- 
edness) was particularly important in 1952 and 1953 when it 
reached 4 and 3 per cent respectively of the gross national pro- 
duct (see Table 1). 

(9) The price-level of « investment goods » rose (see Table 4) 
by an estimated 16 per cent. 

(10) Some of these public works expenditures are prob- 
ably to be considered as more in the nature of unemployment 
assistance than of investment in any strict sense. 
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which had absorbed from 37 to 38 per cent 
of the total in each of the three years 1950- 
1952, took only 33 per cent in 1953, and 31 
per cent in each of the two years 1954 and 
1955. 


TABLE 5 
GROSS CAPITAL FORMATION 


AT MARKET PRICES BY SECTOR 
(Milliards of lire) 


= 
a a a Pn i see 








| 1950 | 1951 | 1952 | 1953 | 1954 1955 

1. Agriculture . . . 180, 265 270, 310 337, 370 
2. Industry . . . 570| 700 780) 74° 750 846 

3. Transport and com- 

munication . . 270 270 310) 358| 414 422 

4. Housing . . . .| 280 320 409) 466| 579 701 
' 5. Public works (1) . 130) 165! 231 260| 242 250 

6. Other .... 9°) aa5| 120 hen 132 146 
7. Total fixed capleal Te: iam’ a 
formation . 1,520 1,835/2, 120/2, 254/2,454 2.735 


' 8. Movement in stocks +123) +223/— rol+ 30'+ 35 +190 
iz 


9. Total gross capital | % 
formation . - |1,643 2,058 2,110 2,284 2,489 2,925 














(1) Excludes that part of public construction work which 
relates to the other sectors indicated, such as work carried out 
on land reclamation and improvement (which is entered under 
« agriculture »), work relating to the permanent way of rail- 
ways (which is included under « transport »), and housing built 
by, or with financial aid from the public authorities (which is 
included under « housing »). 


Source: Research Division of the Bank of Italy. 


Even though the proportion of total gross 
investment taken by industry declined be- 
tween the beginning and the end of the 
period, the absolute expansion in gross indus- 
trial capital formation was considerable. As 
near as we can tell, the growth in real terms 
between 1950 and 1955 must have been not 
far short of 30 per cent. 

In order to explain why the employment 
effects were so small, we should need to 
make a further qualitative distinction within 
the investment total. In an economy where 
the level of employment is — for structural 
reasons — far short of full, the growth in 
productive capacity may be more or less con- 
centrated in either of two directions, corre- 
sponding to two alternative types of develop- 
ment process: 


(a) It may provide the additional plant 
and equipment required to absorb into pro- 
ductive employment the unemployed along 
with the current increment in the labour 
force; i.e. it may serve to broaden the employ- 
ment base. 


(b) It may provide the already employ- 
ed workers with on the average more, or 
more elaborate equipment; i.e. it may serve 
to increase the « capital-depth » of a constant 
(or even declining) employment base. 


This second process may in turn manifest 
itself in two different ways. It may take the 
form of the installation of increasingly elabor- 
ate equipment, in the existing plants. And/or 
it may take the form of a growth in the 
relative weight, within the total complex 
of industrial activities, of the more capital- 
intensive as opposed to the less capital-intensive 
sectors. 

The available statistical material on indus- 
trial capital formation is too limited to allow 
any direct estimates to be made of the quan- 
titative importance, in recent years, of these 
different forms of investment. The official 
data are at present confined to the annual 
totals for industry as a whole, no attempt 
being made to divide them up between indi- 
vidual industries or industry groups. It is 
thus impossible to estimate how the invest- 
ment totals were distributed between the 
more capital-intensive and the less capital- 
intensive industries respectively. And, al- 
though a certain amount of fragmentary 
information drawn from company reports 
and other sources indicates that, in individ- 
ual instances, a large part of the investment 
of the period under review went into mod- 
ernising and re-equipping existing plants 
rather than into establishing or equipping 
new plants or plant extensions, no com- 
prehensive statistical measure of the relevant 
proportions is at present available. 

Direct evidence, in the form of actual 
investment figures, showing which type of 
investment process — the « deepening » or 
the «broadening» type — predominated 
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during the period under review is thus lack- 
ing. Indirect evidence must therefore be 
sought in the employment and output sta- 
tistics. 


4. Changes in the Employment Level. 


Under present conditions in Italy almost 
any statistical measurement of the volume of 
unemployment contains an element of arbi- 
trariness, owing to the difficulty of drawing 
a clear demarcation line between unemploy- 
ment and « under-employment », or between 
those above the « poverty-line » and those 
below. One reason for this is that in a coun- 
try where family allegiances are strong, and 
the small, family-business is still preponderant 
in large sectors of the economy, the total 
volume of «unemployment» tends to get 
spread over large numbers of persons. The 
movements up and down in the figures of 
the number of persons registered as unem- 
ployed at the Labour Exchanges are, for this 
reason alone, an unreliable guide to the deter- 
ioration or improvement of employment con- 
ditions. 

These figures are, moreover, vitiated by 
errors of both under- and over-registration. 
On the one hand, they inevitably omit large 
numbers of unemployed who fail, for various 
reasons, to register. On the other hand, the 
technical impossibility of keeping a contin- 
uous check over the genuineness of the 
registrations means that some of them are 
likely to be « illegal», i.e. to be made by 
employed persons who seek to share in bene- 
fits which are allocated from time to time to 
the unemployed. For these and similar reasons, 
weekly or monthly fluctuations in the figures 
for registered unemployment have small signif- 
icance. 

The annual averages of the monthly figures 
show an upward, rather than a downward 
trend over the five years (see Table 6). Even 
this fact, however, as has already been ob- 
served in the « Vanoni Plan », does not nec- 
essarily signify that the growth in employ- 
ment — defined in a very broad sense — 


failed even to keep pace with the natural 
increment in the labour force net of emigra- 
tion. It may merely mean that, increasing 
numbers of the « under-employed » in agri- 
culture, in the small handicraft industries and 
in commerce, were actively seeking full-time 
employment and more adequate levels of 
earnings. 

Tasie 6 

UNEMPLOYED REGISTERING AT LABOUR 
EXCHANGES (1) 
(Thousands) 


| Class | Class Class 
a tak 


| 
Class | Class | 
II | Total 


a+u+m) |Y He 
L@ | @ | @ STB ow | © | 
Ta hl 


| } ee ears 
1950 |s,290.1| 424.8) 156.1 | 1,771.0 | 31.5 | 57.6 
1951 |1,212.4| 508.7 | 135-7| 1,856.8 | 30.9 50.6 | 
1952 (1,260.9) 588.8| 132.4| 1,982.1 | 39.4 | 51.9 
1953 |1,282.0) 664.6 | 133-1| 2,079.6 | 47.8 | 53.8 
1954 1,304.8 653-9 | 136.6 2,095-3 | $4.9 | 47-1 
1955 [13°33 610.1 138-4 | 2,051.8 59-7 49-5 
| ! | 











(1) Annual averages of end-of-month data. 

(2) Formerly employed persons. 

(3) Young persons below age of 21 and others in search of 
first job or released from armed forces. 

(4) Women engaged in domestic duties in the home and in 
search of first job. 


(5) Pensioners in search of work. 

(6) Employed persons seeking change of job. 

Source: Relazione generale sulla situazione economica del 
Paese (Annual). 

Note: In this, and subsequents tables discrepancies between 
totals and the sums of constituent items are due to rounding. 


On the other hand, as will emerge more 
clarly from what follows, there is no sure 
indication that, over industry and commerce 
as a whole, the volume of « under-employ- 
ment », or the number of people working at 
average rates of productivity and real income 
which are below the « poverty-line », actually 
decreased over the period. 

For a significant measure of the extent to 
which the Italian economy moved closer to, 
or further away from a situation of « full 
employment », we should need, for the rea- 
sons given, to look at the employment, rather 
than the unemployment figures, and — more 
exactly — to look at the figures for those 
employed at levels of earnings above a certain 
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minimum, rather than at the figures for em- 
ployment in the broadest sense of all those 
engaged in «gainful» activity no matter 
what the level of remuneration. Only frag- 
mentary information is available, however, 
even concerning the movement in employ- 
ment in this broad sense. 

The only continuous series of employment 
figures obtained by direct investigation, and 
doubtless the most accurate series for the area 
— admittedly a limited one — which they 
cover, are the industrial employment figures 
collected at monthly intervals by the Ministry 
of Labour. 

The Ministry’s sample has long been sus- 
pected of being unrepresentative not only of 
the absolute level of aggregate industrial em- 
ployment, but even of its percentage move- 
ment. The reasons for this are several: First, 
the sample omits many sectors of manufac- 
turing industry, as well as construction, gas 
and water. Secondly, it does not register 
employment of those outside the category of 
« workers ». Thirdly, it takes no account of 
establishments employing less than 10 workers, 
thus almost automatically excluding the large 
zone of Italian industry which is predom- 
inantly in the hands of very small units (11) 
frequently of the artisan type. Even the per- 
centage growth in industrial employment 
might thus be underestimated by these figures 
in certain circumstances, e.g. if the industries 
not covered had expanded more rapidly than 
those covered; or if the number of employees 
in the self-employed, and supervisory and 
clerical categories had risen more than in 
proportion to the number of « workers » (12); 
or, finally, if the very small establishments 
had been growing in numbers and in employ- 
ment faster than the larger ones (13). 


(11) Cf. Table 8 below. 

(12) This might happen either within individual sectors or, 
over industry as a whole, by virtue of a change in the relative 
weight of sectors with different proportions. 

(13) An increase, within an establishment, of the number 
of workers from 9 to 10 (or a decrease from 10 to 9) may, of 
course, cause some exaggeration in the movement of employ- 
ment by pushing the whole establishment within (or without) 
the employment figures. 





It seems opportune to analyse in some 
detail the nature, and extent of the zone of 
industry which the Ministry of Labour does 
cover, and for which the data may probably 
be regarded as giving a reasonably close 
approximation, at least to the percentage 
movement in employment from year to year. 
This may be done by making a sector-wise 
comparison between the Ministry’s figures for 
the month of November 1951 and the pre- 
sumably more or less complete data registered 
by the Industrial and Commercial Census for 
approximately the same date (5th November, 
1951). 

The Census also provides the only fairly 
complete instantaneous picture recently taken 
of employment in non-agricultural activities 
exclusive of the public administration, the 
armed forces and the professions. The em- 
ployment registered in the various branches 
of activity covered (i.e. industry, transport, 
commerce, finance and services) is shown in 
Table 7. Employment in all these branches 
combined totalled 6.8 millions. This figure 
is probably on the low side, for at least two 
reasons: First, in the month of November, 
employment is seasonally low in the impor- 
tant sector of construction, as well as in some 
sectors of the food industry, so that the Cen- 
sus figures may fall short of those reached, 
in the same year, at dates of maximum, or 
average activity. Secondly, the figure for em- 
ployment in construction seems to be very 
low, even for the month of November, and 
must probably be regarded as having failed 
to register a good part of the construction 
work carried on in « labour and reafforesta- 
tion camps » (14). 

In industry taken by itself, the Census 
figures for employment in all grades (man- 
agerial staff, self-employed and family assoc- 
iates, supervisory and clerical staff, and 
workers including apprentices) reached a total 
of 4.2 millions. The Ministry of Labour 
figures for the month of November 1951 
registered employment of workers totalling 


(14) Cf. Informazioni SVIMEZ, May 23, 1956, p. 455. 
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1.7 million. They thus appear to have cover- 
ed at that date just over 40 per cent of 
the total industrial employment in all grades 
as registered by the Census. Related to the 
Census figure for employment of workers 
(including apprentices) taken alone the cover- 
age by the Ministry was of course higher 
— about 57 per cent (15). 


TABLE 7 


INDUSTRIAL AND COMMERCIAL EMPLOYMENT 
NOVEMBER 1951 
(Thousands of persons employed) 


| 
j 








a ee ee ee 4241.9 | 
2. Transport and communication 579-3 | 
3. Commerce (1) ae, 1,589.6 | 
4- Insurance, banking and finance . .. 162.4 | 
5. Miscellaneous activities and services (2) . 208.0 | 
6. Total om Te el wei ate Phe Ceee4 


(1) Includes wholesale and retail trade; hotels and restau- 
rants and analogous establishments; and auxiliary commercial 
activities. Wholesale and retail trade together accounted for 
1,202.0. 


(2) Includes: entertainments and analogous activities; ser- 
vices relating to personal care; cleaning services; health services 
provided by Public Administration and by various social insti- 
tutions (e. g. hospitals, pharmacies, etc.). 

Source: Ill Censimento generale dell’industria e del com- 
mercio, 5th November 1951. 

The unit adopted as the basis of classification of activities 
is here the « local unit », and not the firm. Where a unit 
exercises more than one activity, it is treated as belonging to 
that branch of activity which is the predominant one. The 
same holds true for the sector divisions used in the tables that 
follow. 


In Table 8 are shown the two sets of 
industrial employment figures classified by 
sector. An analysis of the two sets has sug- 
gested a division of the various sectors into 
two groups. 

Group I, taken as a whole, may be regard- 
ed as constituting the zone of Italian industry 
which — at the Census date — was well 
covered by the Ministry of Labour. For each 
sector within this zone, the Ministry’s figures 


(15) This ratio may be too high if the Census figure for 
industrial employment in some sectors (especially construction) 
is recognised, for the reasons given, as being too low. A very 
small additional exaggeration is caused by the exclusion from 
the Census figures of « repair shops » belonging to the railways 
(see footnote 17 below). 


(for workers) represented a high percentage 
not merely of the Census figure for workers 
only, but also of the Census figure for em- 
ployees of all grades. Group II, by contrast, 
represents the zone of industry over which 
the coverage by the Ministry of Labour was 
low, both for the zone as a whole and for 
each sector within it. 

Any such grouping contains, of course, an 
element of arbitrariness concerning where the 
line is to be drawn, and as to how finely 
broad industrial sectors should be divided into 
narrower sub-sectors. We have introduced 
one such sub-division. We have, that is 
to say, divided up the Census figures for 
« engineering » so as to exclude from Group I 
the whole of the category classified as officine, 
on the grounds that these consist of odd-job, 
and repair shops lying entirely outside the 
part of engineering covered by the Ministry 
of Labour, and falling more appropriately 
under Group II. In some cases, also, the 
individual sector divisions are only approxi- 
mately co-extensive as between the two sets 
of data, owing to discrepancies in the system 
of industry classification (16). 

The difference between the ratios shown 
by the two groups is, however, sharp enough 
to make the division chosen appear a signifi- 
cant one. And the inexactitude due to the 
lack of perfect homogeneity of the sub-groups 
as between the two sets of data, though not 
negligible, is probably small (17). 

Within Group I, the ratio of the Ministry 
of Labour figure for workers to the Census 
figure for all employees in the individual 


sectors ranges from a minimum of 4o to a 


(16) One such difficulty — within Group I — relates to the 
classification of the item « artificial and synthetic textile fibres ». 
The production (chemical stage) of these is treated as part of 
the chemical industry by the Census, and as part of the textile 
industry by the Ministry. 

(17) In one case — that of « engineering I » — the lack 
of homogeneity in the method of classification cuts across the 
division between « industry » and « transport ». Repair shops 
for railway equipment are listed by the Ministry under « indus- 
try » (in the sub-sector « vehicles ») while those belonging to 
the railways are listed by the Census under « transport ». The 
effect of this discrepancy is slightly to overstate the true ratio 
of the Ministry’s figures to the Census figures in « Group I - 
engineering » and, to a smaller extent, in Group I as a whole. 





| 
| 
' 
' 
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. Tasie 8 
INDUSTRIAL EMPLOYMENT: CENSUS AND MINISTRY OF LABOUR FIGURES, NOVEMBER 1951 
Census Rt Census 
[o> et ont VOmeiae oot os 
| omal i | Ratio Ratio | Per cent he Ratio of | 
Em- Workers | III Ii/t | of em- ~ | «work- | 
Workers, ployees 
| Ployees | aids pon : per cent)|(per eent)! es 138 (3) work- Tre 
| (Th ds) in pores pes eed ployees | 
ousands : 
= ae. Sener * tbe sree ee eee held piace (2) | units [(PeF cent) 
Grovr I 3 | | | 
A.Mining . 2. © 2. 2. 2 1. . | 187) 101.6) 60.4 «59-4 | 509 | 15.8 Nil | 85.6 | 
B. Manufacturing: | | 
1. Textiles . a 6 
, 50.9 571-7 529.6 (b) (b) 8.7 6.4 87.8 
2. Paper (and paper-working) ah 63.4; 55-4] 37. 0 66.8 | 583 | 8.2 3-0 | 87.2 | 
3- oe, av ‘kin 74-5) 51-4 35-1| 68.3 | 47-2 | 268 12.8 69.0 | 
4- (a ins) 38.6; 26.9} 15.3 | 56.9 | 39-6 | 34.1 24-9 | 69.7 
5- Rubber. Me 8 Ne AS 40.1) 32.4) 32.0! 98.8 79:8 | 8.6 5-9 80.8 
6. Chemicals . nee Wee. ALL Ae 1 j | 10.5 3-7 75-0 | 
7. Petroleum and coal derivates. . 18.7 12.8| ¢ 510.7 | ’ 39 | OF 68.4 | 
8. Cellulose and artificial and synthetic (b) (b) 
32-4 29.4 | (a) | Nil | Nil gI.0 
9. Non-metalliferous minerals | 206.7| 168.7) 105.5! 62.5 51.0 20.2 | 10.7 81.6 | 
10. Metallurgical . 145-1 128.2| 100.6 78.5 69.3 | rr | oO 88.4 | 
11. Engineering I () - 669.8 | 552-0} 516.5) 93.6 77-1 7-7 3-0 | 82.4 | 
—_—}— | (84-8) |_ 75: 9) | a i) 
Teal B® Poiry 1,740.5 | 1,482.3| 85.2 | 71.0 | 9.0 $4 | 83-3 | 
| (82.4) | (70.5) | | 
C. Electricity . 67-1 44.2 | 34-9! 79.0 52.0 | 18.9 | Nil 65-9 | 
Tota Grour I  - 2,274.6 1,886.4| 1,577-6| 83.5 69.4 a, 82.9 | 
(81.1) | (68.9) | | 
Group II | 
| B. Manufacturing: 
1. Food and allied 360.1 209.5 | 84.2 40.2 23-4 51-3 22.3 | 58.2 
2. Tobacco . . 52.5 48.8 | _ ic 21.3 Nil | 92.9 
3- Clothing and furnishings . | 411-5) 142.4) 36-35 25.5 8.8 76.1 | 73.8 34.6 
4. Wood, furniture, etc. | 293-6 128.4 | 21.7' 16.9 7-4 69.3 56.1 43-7 | 
5. Engineering II : 227.1 78.3 _ _ — 80.7 69.3 34-5 | 
6. Photo-phono-cinematographic Itt 2.5 1.5| 60.0 13-5 81.2 67.0 | 22.5 | 
7. Miscellaneous manufactures 53-6 43:3; —{| — | — | 82 | 9.7 | 808 | 
Total B | 1,499.4 653.1 143-8) 22.0 10.2 64.3 51.2 46.3 | 
C. Water 11.8 7.6 _ — _ 48.0 Nil 64.4 
Gas . 14.1 9-9 — —- | - 3-4 Nil 70.2 | 
D. Construction . 532.1 457-8 — — | _= 18.0 5-8 86.0 
Tora Group Il . 1,967.3 | 1, 128.5, 143.8) 12.7 _ 7:3 | 51.6 | 38.1 | 57-4 | 
Torat Group II (excl. Siiitaitdees 1,435-2| 670. 7) 143-8) 21.4 10.0 | 63.6 | 50.1 | 46.7 | 
Total Groups I and Il (4) . 4241-9 3,014-9| 1,721.4| 57-1 40.6 | 28.1 | 20.4 71.1 
; 2 |—(36-5) ‘5)_|_ (49-2) | x soe 
Total Groups I and II (excl. construction) (4) | 3,709.8 | 557.0 | “1,721. -4 67.3 46.4 29-5 | 22.4 | 68.9 
| (66.2) | (46.0) | ae be 
Total manufacturing industries only (4) . ; 3,498.2 | 2,393- 3-6 | 1,626.1 1 | 67.9 46.5 30.1 23.8 68.4 
(66.9) | (46.0) 


(1) Includes: operai ¢ manovali; sorveghants, suited addett: ai servizi interni; apprendisti. 
(2) Represents ratio of employees working in « operating » establishments with 10 or fewer employees to total of all e.iployees 


in « operating » establishments. 


of Column I. 
(3) The total number of employees is here taken inclusive of those in « administrative » establishments, i.e. 
with the figure given in Column I 
(4) The entire item « railway and tramway rolling stock » in the Census returns accounted for 27.9 thousand employees, 


of whom 23.0 thousand were « workers ». 


And the entire item 


The denominator, since it excludes « administrative » establishments, is not identical with the figure 


is identical 


« railway equipment construction and repair shops » in the Ministry 


of Labour figures accounted for 29.0 thousand workers. The exclusion of the whole item in each case from « engineering I » 
brings the affected ratios down to the figures shown in brackets. 
(a) Cf. footnote 16 above. 
(b) For « chemicals and allied trades » (6+7+8) and « textiles » taken together the percentages were 88.2 (for workers 
to all employees) and 75.3 (for workers to workers). 
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maximum of 80 per cent; and for the group 
as a whole the ratio is nearly 70 per cent. 
Within Group II, the individual sector ratios 
range from nil to 23 per cent. Construction 
(which in the Census data accounted for over 
half a million employees), since it is not 
covered at all by the Ministry, is of course a 
heavy item helping to make the average ratio 
low [7 per cent (18)] in Group II taken as 
a whole. Even if the comparison is confined 
to the manufacturing sectors alone, however, 
those included under Group I are together 
covered to the extent of some 70 per cent by 
the Ministry, whereas those in Group II are 
covered only to the extent of ro per cent. 

The relative size, in terms of total employ- 
ment, of the two industrial groups — at the 
Census date — was nearly 2.3 millions for 
Group I, as against nearly 2.0 millions for 
Group II. The grouping thus divided Italian 
industry roughly into two halves — in terms 
of employment. 

The primary criterion followed in group- 
ing the sectors in the manner of Table 8 was 
that of determining what part, and how large 
a part of industry might be considered as 
fairly well covered — at the Census date — 
by the Ministry of Labour data on employ- 
ment. Certain further characteristics on which 
the degree of coverage partly depends, and 
which are again derived from the Census 
figures, are shown in the last three columns 
of the same table. Broadly speaking the sec- 
tors in Group I show the following charac- 
teristics: First, a small proportion of total 
employees is attached to very small establish- 
ments (with ten or fewer employees). Sec- 
ondly — what is in most cases partly the 
same thing — a small proportion of the total 
employees is attached to units of the artisan 
type. Thirdly, the proportion of workers to 
total employees in all grades is high. In 
Group II, on the other hand, it is generally 
true — though there are several important 
exceptions relating to some of the sectors 


(18) Or still less if allowance is made for the fact that the 
figure for construction is too low. 


[ construction, tobacco, miscellaneous manufac- 
tures (19) and gas (20)| which the Ministry 
does not cover at all — that the proportion 
of total employees attached to very small estab- 
lishments is high, and that the proportion 
attached to artisan units (21) is also high. 
And partly as a consequence of the latter 
feature, which implies a high proportion of 
persons in the self-employed and family assoc- 
iates category (22), the proportion of workers 
to total employees is — again with certain 
exceptions in the sectors not covered at all 
by the Ministry — relatively low. 

The analysis of the two sets of figures 
makes it appear highly probable that the per- 
centage movement in the Ministry of Labour’s 
monthly data for employment of workers 
gives a fair approximation to that in total 
employment in the zone of industry which 
has been described as Group I, and which 
comprises most of the industries that are run 
predominantly on the basis of medium- and 
large-scale units. The Ministry’s figures would 
be unlikely seriously to understate the actual 
percentage growth of employment in this 
zone, unless: (a) in the larger establishments 
the ratio of employees in the supervisory and 
clerical grades to those classified as « workers » 
had substantially increased; and/or (b) the 
proportion of very small, or artisan establish- 
ments had appreciably increased. Some move- 
ment of the first kind may quite well have 
taken place during the last few years, in con- 
sequence partly of the introduction of the 
most modern methods of factory organisation, 
increased mechanisation, etc. It is also pos- 
sible that there was some movement of the 
second kind, due perhaps to the increased 
« putting out» of certain jobs by the larger 


(19) These comprise: electric wiring material; electric light- 
ing equipment; musical instruments; articles made of plastics; 
other articles not elsewhere classified. 

(20) « Gas » in the Census includes: (a) « production » as 
well as « distribution of coal gas»; and (b) « transport and 
distribution of natural gas by gas ducts ». The « production » 
of natural gas is classified under « mining ». 

(21) Very few artisan units employed more than 10 persons 
according to the Census. 

(22) Cf. Table 20 below. 











complexes to units of the artisan type, where 
labour was cheaper. It seems improbable, 
however, that the relevant proportions can 


ESTIMATES FROM VARIOUS SOURCES OF MOVEMENT IN EMPLOYMENT 





| 
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the Ministry of Labour figures cannot be 
regarded as giving any reliable clue to the 
measure in which employment expanded. 


TABLE 9 


1950 1951 1952 | 1953 | 1954 | 1955 | 


— 





I. Ministry of Labour: 
A. All industrial sectors covered : 


1. No. of workers ('000) . . . . . . I 


2. Index 


B. Group I sectors . 


eters Qeemers (ome... << «+ te 1 








| 


722.3 1.738.7 1,733-6 1,737-6 1,758.2 | 5574-5 
100 101.0 100.7 | 100.9 | 102.1 103.0 





571-9 1,587.2 1,579-6 | 1,580.6 | 1,594.1 | 1,600.5 
2. Index 100 101.0 | 100.5 100.5 101.4 | 101.8 | 
Il. INAIL (1): | | 
A. Industry (excl. of construction): | 
[. oe. Gee fem) wo. oe. alts 2,301.4 2,390.4 | 2,422.0 2,507.2 | 2,634.5 
2. Index 100 103-9 | 105.2 108.9 114.5 
B. Construction: } } 
1. No. of workers (’000) 506.5 524.1 | 605.1 692.7 | 743-4 
2. Index 100 103-6 | 119.5 136.8 | 146.8 
C. Transport (2) | . 
1. No. of workers (000) 181.3 203.7 | 216.1 230.5 | 263.7 | 
2. Index 100 112.4 | 119.2 127.8 | 145-4 
D. Total A+B+C: 
1. No. of workers (000) . . . . «. «| 2,989.2 3,118.2 3.243-2  30430.3 | 3,641.6 
2. Index 100 104.3 | 108.5 114.8 | 4121.8 
| 3- Variation (’000) + 129.0 | + 125.0 | + 187.1 + 211.3 | 
Ill. Relazione economica (1955): | | | 
Employment in all non-agricultural activities: 
Variation (’000) . + 280 | +300 | 


IV. ISTAT sample investigation (3): 
Employment in all activities: 
("o00) (4) 

Variation (’000) . 


(1) Number of « man-years » insured. 


+ 300 | 


| 

T 

| 
17,353 | 18,299 | 

| + 946 


(2) Excluded are groups (State Railways, merchant marine, post and telegraph) which are insured by bodies other than INAIL. 
(3) The sample covered, in 1954, 64,335 families with 250,046 members, selected at random from 635 comuni, and in 1955, 
68,861 families (largely the same as those of the previous year) with 263,486 members selected from 639 comuni. The sample was 
thus about 5 per mil. The enquiry was made on the 8th May in each year. Source: ISTAT, Compendio Statistico Italiano, 1956. 


(4) Excluding those who did « occasional » work during 


have changed so sharply as to make an 
appreciable difference to the percentage in- 
crease in employment in the first zone. 

For the second zone — accounting in 1951 
for not far from half of total industrial em- 
ployment, and largely consisting of industries 
which are predominantly in the hands of 
artisan, and other very small producing units — 


the week in which the date of the enquiry fell. 


The annual averages of the Ministry’s 
monthly employment figures (see Table g) 
show an increase — for Group I taken 
alone — of only 1.8 per cent in five years (23). 


(23) The employment figure of 1,600 thousand registered 
by the Ministry for this Group in 1955 was, it may be noted, 
still below that (1,626 thousand) registered in 1948, when, how- 
ever, industry still had on its payrolls excess personnel which in 


' 
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The expansion of employment in this Group 
may thus have been sufficient to take up not 
many more than 40,000 (24). 

Various attempts have been made to piece 
together information about the level and move- 
ment of employment over a wider area than 
that covered by the Ministry of Labour. 
The results of the main enquiries are also 
summarized in Table 9. 

Among the three sets of figures shown 
following those of the Ministry, the first 
consists of indirect calculations based on 
the annual payroll figures reported to the 
INAIL (25) for purposes of accident insur- 
ance. The INAIL has converted these payroll 
figures, for the various industry groups and 
geographical regions, to « man-years » work- 
ed by dividing them by the average daily 
wage (26), resulting from the pay-slips of 
accident victims, multiplied by a conventional 
« working year» of 300 days. Methodol- 
ogical difficulties (27) make it doubtful in 
principle whether the INAIL employment 
estimates can come very near to the true 
movement. 


some sectors was a legacy of war production, and in others had 
been hired for political reasons during the period of occupation, 
and which in view of the difficulty of making dismissals could 
be worked off only gradually in the following years. 

(24) This estimate rests on the assumption that the ratio of 
« workers » registered by the Ministry of Labour to total em- 
ployment, in Group I, was the same in both years as at the 
Census date (see Table 8). 

(25) Istituto Nazionale per |’ Assicurazione contro gli Infor- 
tum sul Lavoro. 

(26) The average daily wage received by the accident victim 
during the preceding fifteen days is reported when benefits are 
claimed. In common with the total payroll figures, it includes 
over-time pay and a pro-rata allowance for occasional or annual 
gratuities, but excludes family aliowances. 

(27) The method of calculating the number of « man- 
years » has been described by the INAIL itself (see its Notizie 
statistiche 1950, 1951, p. 28) as containing a systematic bias in 
two directions: In the first place it tends to give an employ- 
ment figure which is below the true one because, in any given 
industry, accident frequency is higher among the older, and 
hence higher-paid workers than among the younger ones, so 
that the average wage calculated is higher than the true figure 
and the employment figure correspondingly lower. On the 
other hand, within the same age-group in any given industry, 
the higher paid workers are often those in higher positions 
(more specialised workers, superintendents, foremen, etc.) 
among whom the risk of accident is smaller. The INAIL 
(ibid.) regarded the first bias as being only partly offset by 
the second. 


Superficially at least the INAIL figure for 
total « man-years » worked in industry, ex- 
clusive of construction, in the year 1951 (2,390 
thousand) comes very close to that for « work- 
ers » (2,557 thousand) given by the Census. 
Several considerations, however, warn against 
concluding that this near-coincidence was 
more than a chance phenomenon: 

1) The category of employees subject 
to compulsory accident insurance is broader 
than that of « workers » in receipt of fixed 
contractual remuneration. It extends also to 
those (i.e. family associates and members of 
co-operatives) who, though « dependent » in 
the sense of being subject to the orders of 
the employer (e.g. artisan or co-operative), are 
not remunerated on a fixed contractual basis. 


2) On the other hand the INAIL data 
automatically exclude an undetermined num- 
ber of workers, family associates, and « co- 
operators », employed on tasks not classified 
as subject to accident risk, and therefore not 
coming under the compulsory insurance reg- 
ulations. 


3) The INAIL figures also exclude 
workers (e.g. porters, and groups employed 
under sub-contracting systems, as in the sul- 
phur mines) whose remuneration could not 
be ascertained directly from the employer but 
had to be set at « conventional rates » calcul- 
ated indirectly (28). 


4) The definition of « industrial activ- 
ity » adopted for purposes of accident insur- 
ance is broader than that used by the Census: 
Under the food industries group it includes, 
so long as they are associated with the use of 
mechanical appliances, activities (stock-raising, 
forestry, processing of produce, and other 
work on the farm), which the Census regards 


as belonging to « agriculture ». 


A comparative analysis of the INAIL 
figures for 1951 and the Census data for 
November of that year is given in Table 1o. 
When the totals are divided between the two 


(28) It was guessed (cf. INAIL, Notizie statistiche 1950, 
1951, p. 29) that 170,000 or 180,000 workers in industry 
together with transport might fall within this category. 
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main geographical regions — the North and 
the Mezzogiorno — it appears that for the 
North the INAIL figures for employment in 
industry, exclusive of construction and of the 
food and tobacco sectors, represented an al- 
most go per cent coverage of ‘the Census 
figure for workers, family associates, etc. in 
the same group of industries. This coverage 
is suspiciously high, especially in view of the 
probability that, even in the North: 

(a) some workers were not legally liable 
to accident insurance; and 


(b) there was some evasion with respect 
to those that were. 


figures for the much narrower industrial zone 
which they cover. The 8-group industrial 
classification adopted by INAIL cuts across 
the sector divisions used by the Ministry, 
and across our division between Groups | 
and II. It is thus impossible to compare the 
two sets of data for the whole group of sec- 
tors (Group I) for which it was concluded 
earlier that the Ministry figures ought to be 
fairly representative. Two of the eight INAIL 
groups, one comprising chemicals, paper, 
printing, leather, and rubber, and the other 
mining, mineral processing (29), ceramics and 
glass, should, however, be closely comparable 
with sub-groups of Group I. For these two 









































CENSUS AND INAIL DATA: INDUSTRIAL EMPLOYMENT TABLE 10 
(Exclusive of that in Construction), 1951 
(Thousands) 
b> > bes, 29%Krce: Census Figures of Categories | ee » ia " 
of Employees Liable IV Vv Ratio (per cent) 
to Insurance (1) Census | 
Figure oe... gb See ee 
| Family bee for all Figures | 
Workers Ascocistes, | ota Employees (4) V/ill V/IV 
(2) ete., (3) | I+ 
A. All groups: | 
North 2,241.9 | 133.5 | 25373-4 | 3,087-6 | 2,136.2 | go.0 69.2 
Mezzogiorno . 315.1 64.4 | 379-5 622.2 254-2 67.0 | 40.9 
Italy . 2,557-0 195-9 2,752-9 3709.8 | 2,390.4 86.8 64.4 
B. All groups except « food and 
allied » (5): | 
North . . 2,081.7 | 108.3 2,190.0 2,839.0 1,946.9 | 88.9 68.6 
Mezzogiorno . 217.0 | 44-4 | 261.4 458.2 | 190.3 72.8 41-5 
Italy . 2,298.7 | 152-7 | 2451.4 | 3,297,2 | 2137-3 87.2 64.8 








(1) Except when working in jobs not considered as subject to accident risk: the number of persons in this class is not 
inable. 


(2) Including sorveglianti, etc., and apprendisti. 
(3) Includes « co-operators ». 


(4) Excludes an undetermined number of workers whose wages are calculated « indirectly ». 
(5) Excluded are « food and allied » plus « tobacco » in the Census figures, and the group « food, forestry, stock-raising 


and agrarian industries, etc.» in the INAIL figures. 


The growth, between 1950 and 1954, in 
total industrial employment (outside of con- 
struction) given by the INAIL figures was 
14 per cent. This partly reflects an increase 
in hours worked per man. It compares with 
a rise of only 5 per cent (again including the 
increase in hours) in the Ministry of Labour’s 


important groups, the INAIL figures showed 
increases of 13.4 and 26.2 per cent respectively 
as against 10.0 and 13.9 per cent (including 
the effect of the longer hours) given by the 


(29) Includes metallurgy in the narrow sense of the treat- 
ment of the minerals to extract the metal. 
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Ministry figures for approximately the same 
sector groupings. The discrepancy is large. 
It is difficult to believe, on the other hand, 
that for these sectors the method of indirect 
calculation used by the INAIL would give 
results nearer the truth than the method 
of direct enquiry used by the Ministry of 
Labour. Probably, it must be concluded that, 
over the past years at least, the INAIL data 
were strongly affected by the reduction in 
evasion of the compulsory insurance regula- 
tions. 

The third set of figures shown in Table 9 
are the estimates — admitted to be extremely 
rough — given by the Relazione economi- 
ca (30) for the annual increases in total em- 


culture, made by the ISTAT in May 1954 
and May 1955. The result — an increase in 
employment in one year of 946,000 — is so 
violently out of harmony with the picture 
obtained from other statistical sources as well 
as from general impressionistic evidence that 
we must evidently dismiss these figures alto- 
gether. The sampling methods were probably 
inadequate to give results even approximately 
representative of the highly variegated Italian 
situation. 

It is thus impossible to establish with any 
approach to certainty how great the increase 
in employment was during the period, or 
where the bulk of it went. An indirect, and 
extremely rough calculation gives some idea, 


TAasLe 11 


NATURAL POPULATION INCREASE, EMIGRATION, AND INCREASE IN POPULATION OF WORKING-AGE (a) 
(Thousands) 














7 —= = = 


: 
1953 1954 #995 





- increase has been put at between 280,000 and 


{ 
| 1950 | 1951 1952 | (b) 

1. Natural increase in population | 457 379 369 | 366 429 422 
So Diet I eis te ew ee 126 | g2 134 | 147 181 239 
3- Increase in population net of emigration (1-2) . | 331 287 | 235 219 248 183 
4. Natural increase in population of working-age (c) | 320 | 342 «| 37! 379 380 330 
5. Net emigration in working-age groups (c) . . 95 | 69 | 100 | 110 140 180 
6. Natural increase in population of working-age | 

less emigrants of working-age (4-5). .- - - | 225 273s 271 | 269 240 150 
7. Population present (at end of year). - + « | 46,921 | 47,208(d)| 47,442 47,661 47,999 48,092 


(a) Between 14th and 65th birthdays. 

(b) Provisional. 

(c) Estimates very rough. 

(d) The population present at the Census date (4th November, 1951) was 47,144,000 (provisional figure). 

Sources: Annuario statistico, 1954 and 1955; and Relazione generale sulla situazione economica del Paese, 1953, 1954 and 
1955; except for figures in italics which have been estimated independently in order to complete the table. Net emigration in the 


working-age groups has for this purpose been assumed to represent 75 per cent of total net emigration. The population figure 
for 1950 is obtained from the old ISTAT series rectified in accordance with the 1951 Census figure. 


ployment in all non-agricultural activities. 


however, of the order of magnitude of the 
For the three years 1953-1955 the annual 


number of persons who must have found 
employment somewhere. A tentative estimate 
of the growth between 1950 and 1955 in the 
population of working-age puts it at some 
1,200,000 (see Table 11). Allowing for the 
increased proportion of women who were 
evidently seeking gainful employment, the 
(30) Relasione generale sulla situazione economica det Paese  *atio of the increment in the labour force 
(relating to the year 1955). employed or seeking employment to that in 


300,000. 

The final set of figures — which are in- 
cluded for completeness of the record — are 
those obtained from the sample investigations 
of employment in all activities, including agri- 
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the population of working-age may perhaps 
be put at 60 per cent, giving an addition 
to the labour force of over 700,000. It is 
believed also that between two and three 
hundred thousand persons left their former 
places of residence and work in the country- 
side, in search of employment in non-agri- 
cultural activities. The addition to the labour 
force secking employment outside of agri- 
culture may thus have been of the order of 
goo thousand or a million. 

Although the Labour Exchange figures for 
registered unemployment (see Table 6 above) 
showed an increase of nearly 300,000, this 
figure does not — as was remarked earlier — 
necessarily signify a corresponding addition 
to the numbers totally without work: indeed 
the addition to unemployment in this strict 
sense may have been nil or even negative. 
Possibly, then, the increase in non-agricultural 
employment during the period may have been 
sufficient to absorb close to a million persons. 

Where these people found work must 
remain partly conjectural. What seems to 
be clear is that only a very small number was 
absorbed by Group I of industry, and that the 
bulk must therefore have gone into Group II 
of industry, and into transport and commerce. 

Our next task is to examine in more detail 


what happened in Group I of industry. 
5. Employment, Output and Productivity in Group | 
of Industry. 


We have seen that the annual averages of 
the monthly employment figures given by the 


Ministry of Labour show an increase, between » 


1950 and 1955, for Group | of the modest 
dimensions of 1.8 per cent. At the same time 
an increase occurred in the average length of 
the working week. In 1955 the average 
number of hours worked per man in Group I 
was 2.4 per cent above the 1950 figure. This 
increase taken in conjunction with that in 
employment gives a rise in the total number 
of man-hours worked of 4.2 per cent. 

‘ The increase in the volume of employment 
in the broader sense was thus due more to 


an increase in hours worked per man than 
to an increase in the number of workers. 
This fact is partly ascribable to special cir- 
cumstances. The first of these was the sub- 
stantial proportion of the total number of 
workers who were on short time in 1950 
— a proportion which, as the following table 
indicates, was subsequently reduced. 


LENGTH OF WORKING WEEK 
(Ministry of Labour Sample) (31) 








[1950 195! 1952) 1953| 1954 1955 


| Average of monthly data 





Percentage of workers we 
working : 

a) Less than 40 hours | 15-2 | 13.0 15.3 | 12.9 11.2) 12.6 

b) go hours . . . . | 19.4, 16.1 | 16.3 | 14.7. 13.3 | 12.7 

¢) More than 40 hours | 65.4 | 70.9 68.4 | 72.4 75-5 74-7 


The second was the preference among em- 
ployers — given the difficulty under the prevail- 
ing conditions in the labour market of making 
dismissals in slack times — for resorting to 
overtime work (32) rather than to extra shifts 
which involve the hiring of additional work- 
ers (33). This movement towards increasing 
use of overtime also has a natural limit, 
however, and seems already to have been on 
the wane during the last year. 

The index of industrial production (ex- 
cluding building) compiled by the ISTAT 
indicates that over the five years aggregate 
output in all the sectors covered increased by 
56 per cent. We have again divided the 
sectors into two groups: those belonging to 
Group I and those belonging to Group II 
(see Table 14 below). 


(31) In this table Group II sectors have not been eliminated 
from the total. 

(32) The « normal » working week — for hours in excess 
of which overtime rates are paid — is generally 48 hours, 
although in many cases it is fixed by collective contract at a 
lower figure (in some instances as low as 40 hours). 

(33) The advantage to the employer is magnified by the fact 
that the extra costs due to the overtime rates are largely offsct 
by the savings in social insurance charges. 
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it may be assumed that an approximate (34) 
coincidence of frontiers exists between our 
Group I employment figures and our Group I 
output figures. 

Under Group II the ISTAT index covers 
a somewhat broader range of products than 
is covered by the Ministry of Labour figures 
for employment: thus it gives a much fuller 
coverage to food and allied trades (including 
tobacco), and it extends to the furniture in- 
dustry. Otherwise it is weak in some of the 
same spots as the Ministry of Labour data, e.g. 
the clothing industry (under which it covers 
only footwear), small engineering, and miscel- 
laneous manufactures. Even in the food, and 
the wood and furniture sectors, the fact that 
the ISTAT is obliged to compile the sector 
indices from returns made by a few, i.e. the 
larger firms amongst the vast number of 
which these sectors are constituted, means 
that those indices are not necessarily repre- 
sentative of the movement in total production 
in the relevant sectors. Thus a large part of 
Group II is again either too poorly represent- 
ed or not represented at all even in the pro- 
duction index. 

Table 12 summarizes (in index form) the 
movement between 1950 and 1955 in produc- 
tion, in employment, and in hours worked, 
in Group I of industry. 

TABLE 12 

OUTPUT, EMPLOYMENT AND PRODUCTIVITY 

IN GROUP I OF INDUSTRY (1) 
(Indices) 


2 Pa Tn 
a Output 
SF | Pe |man-hours | per man- 











(2) seen | worked hour 
| | bat 
1950 100 =6| =6100 100 100 
} 1954 150 101.4 | 104.6 143 
| 1955 164 101.8 | 104.2 157 


(1) The indixe of output relates to annual figures, and the 
indices of employment and hours to averages of monthly 


S. 
(2) Original base 1938. 
(34) The production index, however, omits « printing and 


publishing » which is included in the Group I employment 
figures. 


The growth in output — obtained with 
an increase of only 1.8 per cent in the number 
of persons employed and 4.2 per cent in the 
number of man-hours worked — was 64 per 
cent. It obviously came for by far the major 
part from a rise in average productivity per 
man-hour worked, and only to a small extent 
from an increase in the volume of employ- 
ment, either in the narrower sense of the 
number of workers or in the broader sense 
of the number of hours worked (35). The 
average productivity per man-hour appears to 
have risen by some 57 per cent. 

Tables 13 and 14 reproduce the movements 
in employment and output by sector (36). 
They allow us to examine two aspects of the 
small absorption of labour. The first is the 
exiguousness of the growth in employment 
in proportion to that in output in individual 
sectors. The second is the decline in the 
relative importance — in terms of both em- 
ployment and output — of the more labour- 
intensive sectors as against the less labour- 
intensive ones. 

The percentage movements in output for 
individual sectors in Group. I are set out side 
by side with those in employment in Table 15. 
In some sectors the number of workers ac- 
tually decreased. This is true not only in 
textiles, where in the most important branch 
— that of cotton — production declined, and 
in leather where output likewise fell. It is 
true also for steel where the increase in pro- 
duction was very large (127 per cent). And 
in the chemicals, and petroleum and coal 
derivates sectors, where the imcrease in pro- 
duction was also exceptionally high (108 and 
204 per cent respectively), the increase in 
employment was comparatively small (15 per 
cent for the two sectors combined); similarly 


(35) There was actually a slight decline in the hours worked 
between 1954 and 1955. 

(36) Group II sectors are included in both tables for the 
sake of completeness, though the employment figures and, in 
most sectors also, the production figures cannot, for the reasons 
already given, be depended upon to give a reliable indication 
of the true movement. 
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TABLE 13 ° TABLE 14 


INDUSTRIAL EMPLOYMENT (WORKERS) 
MINISTRY OF LABOUR SAMPLE, BY SECTOR (1) (2) 


INDICES OF INDUSTRIAL PRODUCTION 
















































































| | j | ~ Te ted 
| ger We Mie ae | 1938=100 | terfiabe 
| | | a 1950 = 100, 
(Thowsand = at a 
—__—_—_— renee?! 1959) 1954) 1955, 1954 1955) 
| Group I | } a. 1a | . Tom | 
“te UP 
A. Mining . Aer ATHNTET 57-2 54-7 95-6 | A. Mining 103| 200| 241| 194| 23¢| 
| B. Manufacturing : | x. Metalliferous eintiite’ | 79] 115| 130) 146! 165) 
Se fodiens 9, % 0 8) ees 448.9 85.5 2. Fuels. <. | 200] 665) 872| 332] 436 
los witch: 3. Various non-metallif 
| cotton . . . . . .| (249.0)) (204.4)! (82.1) erous poy oe "te go! rat | "3° | hal 144 
Gneb.. a es | (115-7) (108.4) | (93-7) | B. rs gg oo + | Faery ey) 198 | 149) 164 
P eee ee , ; 1. Textiles . . . . . | 109] 117| 104| 107) 95 
| 0 oF 35°3 | 37-0 | 104-8 | (cotton) . . . . «| EIQ) 115| 100) 97 84 
| OS Re ee. 34-5 | 90:2} Beds (wool) . . 123 164 | 147) 133| 120 
> « bn nis Sy. s 16.6 | 14.3 | 86.1 2. Paper and paper. -work- | 
| Rubber... 33-0 | 32.8 | 99-4 | | fami, «/. 105 | 134) 144| 128] 137, 
| Chemicals and allied ‘oni 108.6 | 125.3 | 115.4 3. Leather, chins ‘ly Areas 90} 9gI 82) 101 g! 
| Processing of non-metallif- | 4- Rubber goods ey re) ew ar Soe 
Sh srt 6 5. Chemical and “allied | 
erous minerals | 103.4 129-9 125. “am... « 140 278 313 199| 224 
of which: | (chemicals) . . . . | 130] 240| 270/ 185] 208 
| bricks . - - - « -/ (34-6); (55-0)| (159-0) (coal and oil derivates) | 258| 733| 784| 284| 304 
cement . . . . . -| (16.5)| (18.3)! (110.9) (artificial textile fibres) | 100 114 m8) 114) 118 
| > 3 ( 9 | “ | 
| all aliltadinaiin | 98.8 : Su 6. Processing of non-met- | 
£ which in uc 99: % alliferous minerals. . 120/| 174 297 | 8435 278 
ee | 7. Metal manufacture . | 194/ 173| 213! 166| 205 
iron and steel. . . . | (82.6)| (81.3)| (98.4) | (iron and steel) . | 102 ; 232 | ava 227 
Engineering : 8. Engineering . . . . | 129) 178)| 203, 138) 157 
~ te 8 (non-electric machines) 133 166 | 195 125 247 | 
aap ung ae Tae saa 43-5 4p (electric machines). . | 332) 108 | 109 96 | 97 | 
lon-electric . . . .| 283. 331-1 | 116.7 (transport equipment) | 132| 214| 244/ 162! 185) 
| Blecwic . . : 55-7 | 64.4 | 115.6 (of which: motor vehicles) 149| 277) 298 | 186 | 200 | 
| Transport audgunie . 151.9 | 141.9 | 93-4 Cc. Electricity era | 159 228 245 | 143 | 154) 
of which: Rg 23s Bens poe ey IR png 
| motor vehicles and air- as were ee even Pht j ‘| 
(72.8) as 5 (104.5) Group II | 
Total engineering . . . a (580. ia (110.6) B. Manufacturing: | 
. 
pees es 33- 9 | 37-3 | 110.0 I. including Sptente. | 136] 158, 163 ca se | 
Total Group I. . . | 1,571.9 1,600.5 | 101.8 | 2. Clothing (footwear) . | 77 92, 89 119) 116 | 
} | 3. Wood, furniture and | | 
Grovr Il fixtures. ; | 123 173 | 176 | 141} 143) 
. | | 
B. Manufacturing : GG Lew 2 «6,4 883] agp) 268) 2031 97! 
| Food. 92.8 106.3 | hea KA D. Construction . . . .| 123) 282 | 326 | 229 265 | 
Clothing (footwear and } 
ee 36-5 | 39-2 | 107.4 | _ Total Group Il, excl. con- | ee 
er ey ae | 26.7 136.9 struction... . « «| 30 | 158 | 161) 122| 124) 
Gramophones and films . | 1-5 1.8 | 120.2 | Total Group Il, incl. con- | aa —z 
rea We Fabel ane . 
Total Group. . .| 150.3 1 sane sea | struction © ©... «| oad 189 | 202, 148| 158| 
Total all industri - ——*| 7% 9 : Total Groups I and Il, excl. | ns 
otal all industries covered 1,722.3 | 1,774-5 | 103.0 auamamin .... .t 126 | 181| 196 | 144| 156 





} 
: Total Groups 1 end Il, inet. | —|——|— | | | 


(1) The Ministry's data related to 16,419 establishments (of construction . . . . .| 126) 187 204] M8 162 


which 1,602 were « inactive » in June 1950, and to 17,488 (of 

which 619 were « inactive ») in June 1955. At the first date 

12,019 of the « active » establishments belonged to Group I, 

and 2,798 to Group II. At the second date the corresponding Source: ISTAT, Annuario Statistico, 1955, and Bollettino 

figures were 13,894 and 2,975 respectively. mensile di Statistica 1956, No. 6; except for « construction » 
(2) Annual averages of monthly data. which comes from the Research Division of the Bank of Italy. 
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in the automobile industry, where output 
doubled, the addition to employment was very 
modest (4.5 per cent). 


TABLE 15 


COMPARISON OF MOVEMENTS IN OUTPUT 
AND EMPLOYMENT IN GROUP I OF INDUSTRY 








1950 TO 1955 
| Outp | Employ- 
| ment 
|Percentage increase ( + ) 
| or decrease (—) 
a a | ens Pe 
hn os «lds 2) +. ee + 134 |— 4-4 
| B. Manufacturing: 
So Pee ee ees | 14-5 
of which: 
oa. oe. ae eS — 17-9 
Welt Ok. SO Feo ee Feri 
RM OR? oe eh ee + 4.8 
3. Printing. . . aia. T° + 16.5 
4- Leather and dom “ene le | 13-9 
ee § «a.» «+ « « Le ok |e ae 
| 6. Chemicals . 2. . . . | + 108 
7. Petroleum and coal deriv- | + 15-4 
Mia « Bae < + 204 
8. Cellulose ov nat. and 
syn.-fibres . . . . s [+> °'T wel) | 
9. Non-metalliferous utente 1+ 72 | + 25.6 
10. Metallurgical . . . . . | + 105 | + 0.4 
of which: 
iron and steel. . . . | + 127 | — 1.6 
11. Engineering . ... . + 57 + 10.6 
of which: 
motor vehicles . . . | + 100 | + 4-5 
i eee ee | + 54 | + 10.0 


n.a.=not available. 
(1) Partly included under textiles. 


Even if part of the apparent high increase 
in productivity (37) in certain sectors is im- 


(37) The comparison of the output with the employment 
figure somewhat overstates the increase in productivity in the 
case of most sectors since it does not allow for the change 
(mostly upwards) in hours worked per man. The annual 
averages of the Ministry of Labour figures for hours worked 
per month per worker in the sectors mentioned moved as 
follows: 


1950 1954 1955 


Oss ee... aS ee 153 140 
CAPT. or SOS OR 162 156 
eae ee 167 160 
ae, swe rye 183 184 
Automobiles . . vy 179 177 
Chemicals and allied out. cage 181 179 


putable to other factors than additional in- 
vestment (e.g. to the fuller utilisation of pre- 
viously under-employed man-power as well as 
plant and equipment, and to technical innov- 
ations and improvements in plant outlay and 
organisation not associated with extra capital 
expenditures), the table hardly leaves any 
doubt that in almost every sector taken indi- 
vidually, whatever additional capital invest- 
ment took place during the period (38) must 
have gone very largely into raising the capital- 
labour ratio of a constant, or declining labour 
force rather than into equipping an expansion 
to that force. 

The raising of the average capital-labour 
ratio over Group I as a whole seems to have 
been partly accomplished, however, through 
a shift in the relative weight of different 
sectors. On balance the sectors with high 
capital-coefficients expanded proportionally 
more than the sectors with lower capital- 
coefficients. This tendency is illustrated by 
Table 16 which attempts to make a triple 
grouping of the various sectors according to 
whether they have high, medium, or low 
capital-labour ratios. Almost all of our 
Group I sectors fall into the first two cate- 
gories. The table shows that the structure of 
output changed considerably over the period. 
A very rapid expansion occurred in those 
sectors where capital-labour ratios are high, 
e.g. in the hydro-carburates sector (mostly 
natural gas), in chemicals, in petrol refining 
and in steel. An actual decline, or compar- 
atively modest increase took place in the two 
sectors, textiles and engineering respectively 
— both sectors with relatively low capital- 
labour ratios — which have traditionally 
formed the backbone of Italian industry and 
the two largest areas of industrial employ- 


ment (39). 


(38) As was indicated earlier, no statistics are available 
which allow us to measure what part of the industrial capital 
formation of the period was absorbed by Group I of industry. 
Certainly, however, it must have absorbed a major part. 

(39) It should be observed that the output figures for most 
of the sectors comprised in the lowest of the three groups, and 
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Taste 16 


INDICES OF INDUSTRIAL PRODUCTION 
AND OF EMPLOYMENT FOR SECTORS GROUPED (1) 
ACCORDING TO DEGREE OF CAPITAL INTENSITY 


(1950 = 100) 


~ = ——————SS ———————— = 4 


Output _Employment 


1954 | 1955 | 1954 | 1955 
lcahes 











| 
| os 
Y 
| 


I. High capital-intensity : 






































Mining: fuels . . . | 332 | 436 | ma. | ma. 
Chem. and allied (2) . 199 | 224 | 111-1| 195.4 
Rubber - - . - + | 147 | 153 | 97:3) 99-4 
Metal manufacture. 166 | 205 g8.9| 100.4 
Electricity and gas (3) | 139 | 147 | 108.3) 110,0 
| Tora. I (4) . . 172 194 | 104.7| 107.4 
| I. Medium capital-inten- 
Bick | | 
Tentiles (2). - - - 107 | 95 90.9| 85.5 
Paper. - - - - - | 128 | 137 | 105.7| 104.8 
Construction materials 145 172 | 119.7| 125.6 
Engineering. . . 138 | 157 | 106.0) 110.6 
Mining: aielititems 
minerals. 146 | 165 | ma | ma. 
Mining: various non- boy | 
metalliferous min- | 134 | 144 | Ma. | ma 
ERE ss 5 4 4c | Prrerre 
| Torar II (4) . . 126 133 “eed 100.6 
| HI. Low capital-intensity : 
| Leather and skins. . | ror | gt | 89.8| 86.1 
Food and allied . . 116 | 120 | 
Clothing (footwear) 11g | 116 
Wood and furniture . 141 | 143 | 
Tora WT. . . | tax | 123 | | 








(1) The grouping is essentially in accordance with the figures 
of average fixed capital per employee calculated by Prof. Gui- 
dotti. 

(2) Output and employment figures are only approximately 
comparable owing to different classification of artificial textile 
fibres. 

(3) Employment figures for electricity only. 

(4) Employment figures exclude mining. 

n.a.=not available. 


Part of the higher than average growth 
of output in the sectors with high capital- 
intensity came, it is true, from the fact that 
the productivity increases in those sectors were 
above the average for Group I as a whole. 


belonging to our Group II of industry, are, for reasons already 
given, probably less reliable than those of the top and middle 


groups. 


Part did, however, derive from the heavier 
expansion in employment. Complete figures 
of the percentage movements in employment 
in the high, and medium capital-intensity 
groups, respectively, are lacking owing to the 
impossibility of separating out employment in 
the fuels (natural gas) sector of mining from 
that in other mining sectors. Exclusive of 
mining, however, the high capital-intensity 
group shows an increase in employment of 
7-4 per cent, and the middle group one 
of only 0.6 per cent. The inclusion of the 
relevant mining sector in each group would 
certainly widen this gap. Indeed, it is most 
probable that while employment in the highly 
capital-intensive group increased by apprecia- 
bly more than 7 per cent, that in the moder- 
ately capital-intensive group actually declined. 
What seems almost certain, then, is that the 
additional employment in Group I of industry 
went, on balance, entirely into the sub-group 
where the capital required per man is very 
high. 

In the search for an explanation of the 
double source of increase in the average 
capital-labour ratio several factors need to be 
taken into account. 

It is likely that the tendency for invest- 
ment in individual sectors to be directed 
towards improving the equipment of existing 
plants would have been particularly marked 
during the period, owing to the need, which 
was mentioned earlier, for catching up with 
the technical advances in which Italy had 
previously fallen behind, as well as for keep- 
ing pace with current changes. And no doubt 
the shift in the structure of industrial employ- 
ment and output can in part be ascribed, as 
in the case of textiles, to changes in demand 
or, in the case of the fuels sector, to the 
discovery of new resources. It is no less true, 
however, that the « capital-deepening » pro- 
cess must have been enhanced by another 
factor, namely increasing wage costs. 

Even if it is open to doubt — and this is 
a point which we shall not discuss here — 
whether in practice rising wage levels exert 


a strong influence on the « capital-deepening » 
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process in the sense of imcreased mechanisa- 
tion in individual sectors, there is still good 
reason for supposing that they will encourage 
that process in the other sense — that of a 
shift in the structure of industry towards a 
heavier relative weight of the capital-inten- 
sive sectors. For, by affecting the relative 
costs of different sectors, the wage rise stim- 
ulates the expansion of the sectors with high 
capital-coefhicients, and therefore relatively low 
wage-sensitivity, at the expense of those with 
low capital-coefficients and high wage-sen- 
sitivitiy (40). In this second way, even if not 
in the first, higher wage rates will lead to a 
higher average capital-labour ratio than would 
otherwise occur. 

In an economy which is highly dependent 
on foreign trade an important part of the 
effect of wage movements will be on the 
composition of exports and imports. Rapidly 
rising wage rates will diminish the tendency 
which would otherwise exist for Italy to 
export the products of the industrial sectors 
with relatively low capital-coefficients, and to 
import those of sectors with relatively high 
capital-coefficients. 

An impression that something of this kind 
actually took place is given by an examina- 
tion, for some of the principal commodity 
groups, of the way in which Italy’s relative 
position in world export markets has moved 
over recent years. 

In textiles it appears that Italy’s sensitive- 
ness to the « crisis » after 1951 greatly exceed- 
ed that of other countries. According to 
OEEC figures, the value of her textile exports 
in 1955 was, despite the slight revival since 
the previous year, not much more than half 
what it had been in the peak year 1951, and 
only about 80 per cent of the level of 1950. 


(40) In the theoretical literature a certain ambiguity sur- 
rounds the explanation of the influence of wage levels on the 
method of production in individua! lines (when that is variable), 
and on the structure of employment and output as between 
different lines. The formulation used in the text above must 
be regarded as a shorthand expression for a much more com- 
plicated causal nexus which we cannot discuss on this occasion. 


The sharpness of this drop meant that she 
lost ground relative to all the principal ex- 
porting countries for which OEEC figures are 
available (see Table 17). Part of this phenom- 
enon has been ascribed to her lack of pro- 
tected colonial, or commonwealth markets 
such as are enjoyed by the United Kingdom, 
Belgium, France and the Netherlands. An 
examination of the OEEC figures for textile 
exports from the individual countries by des- 
tination (41) seems, however, to indicate that 
although this factor may have helped the 
United Kingdom, and still more France, it 
played a minor role in the cases of Belgium 
and the Netherlands — both countries which, 
along with Western Germany, improved their 
relative position at the expense of other coun- 
tries in the group. It appears highly probable, 
therefore, that a large part of the decline in 
Italy’s relative, as well as absolute position as 
a textile exporter was due to the cost factor. 

Evidence pointing in the same direction 
is derived from an examination of her share 
of the world export market for engineering 
products, a market which, unlike that for 
textiles, was a rapidly expanding one during 
the years under review. Here it appears, again 
according to OEEC figures, that up to 1954 
Italy ranked (along with the United Kingdom 
and Canada) among the group of countries 
whose exports showed the smallest percentage 
expansion, though she seems to have made a 
long stride forward in 1955. 

It thus looks as though the two relatively 
labour-intensive sectors of industry which have 
held first place among Italian exports in the 
past and which would, it might appear, need 
to gain an increasing share of the world export 
market in the future if the goal of full em- 
ployment were to be quickly approached, were 
in recent years actually in danger of losing 
ground to Italy’s competitors. 

The picture was different in the heavy 
industries where the degree of labour-intensity 


(41) Not reproduced here. 
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TABLE 17 


MOVEMENTS, FOR SELECTED COUNTRIES, 
OF EXPORTS OF TEXTILES, ENGINEERING PRODUCTS, 
AND CHEMICALS, 1950 TO 1955 











Values ‘Indices 














| (Millions of values 
| Exporting Country of dollars) (1950=100) | 
| 1950 | 1955 | '23"| 1954) 1955, 
| ” a SE es whe 
| A. Textiles (1): 
|  Belgium-Luxembourg . 272.1 294.2: 136 107 108 
France . . . . . -| 500.1) 469.2 126 | 100 94) 
Italy (2). . . « «| 340.8) 275.21 1955) 77\ 81} 
| Netherlands . . . .| 132.0) 202.6) 135 | 146 153 | 
United Kingdom . . 1,005.9! 870.11 131! 91 | 86) 
United States. . . -| 397-0 454-9) 159 | 115 | 115 
| Western Germany . .| 95.1 299.6) 221 | 282 315 
| B. Machinery (4) and 
Transport Equipment: (5) 
| Belgium-Luxembourg .| 155.2 308.3) 175 | 167 199. 
| Camada. . . . . «| 215.4) 284.5) 189 | 130 | 132 
| France. . - . . -| 441-5, 786.1) 160 | 162 | 178 | 
eee ees a 213.1) 371-5) 137 | 140 | 174 
| Netherlands . . . .| 166.6) 415.5) 158 | 231 | 249 | 
| Sweden. . . . . «| 254-4 382-4) 142 148 | 152 l 
| United Kingdom - |25174-4 3>033-4| 124 126 | 140 | 
| United States. . . . |;,207-715.394-1 158 | 162 168 | 
Western Germany . | 472-4 2,456.5) 399 | 432 | 520 
C. Chemicals: 
Belgium-Luxembourg .| 135.0; 186.5) 151 | 129 | 138 
Canada. . . . . .| 109.6, 245.6) 137 182 | 224 | 
Dee 2s he +. See 360.2) 161 153 | 163 
Italy (2) . . . « «| 46-4) 127.4) 193 239 275 
Netherlands . . . .| 107-9 192.5) 147. 159 | 178 | 
Smee is ise. 23-5, 45-41 147 164 , 193 
United Kingdom . .| 403.7 651.9) 128 141 | 161 | 
United States . 712.9 1,120.7, 138 144 157) 








Western Germany . ‘| 220.9 ne. 192 274 | 308 


(1) Includes yarn, fabrics, made-up articles and related 
products. 

(2) 1950 figure is an estimate. 

(3) For most of the countries 1951 was a peak year for 
exports of textiles. 

(4) Including electrical machinery, apparatus and appliances. 

(5) 1952 figures. 

Source: OEEC Statisucal Bulletins, Foreign Trade, Series IV. 


is low. In chemicals, starting from small 
beginnings, Italy’s exports expanded over the 
five years at a pace which, among those coun- 
tries for which OEEC figures are available, 
was exceeded only by Western Germany. 
Even in steel Italy had by 1955 made an 


appreciable incursion into the export field. 
And the same was true of another capital- 
intensive branch — petrol refining. 

The extent to which industrial wages (in 
Group I) actually rose during the five years 
is examined in the following section. 


6. Industrial Wage Rates. 


An approximation (42) to the movement 
in average wage rates in Group I of industry 
is given by the wage data published by the 
Ministry of Labour for exactly the same indus- 
trial sample as that underlying the Ministry’s 
data for employment and hours. The figures 
shown in Table 18 relate to wages actually 
paid, inclusive of all elements. They repre- 
sent the average hourly rate for all workers 
(married and unmarried) together, inclusive 
that is of family allowances. And they make 
a pro rata allowance for: paid holidays (pub- 


Taste 18 


MOVEMENTS IN WAGE RATES OF INDUSTRIAL 
WORKERS, MINISTRY OF LABOUR SAMPLE (1) 


























(1950) 1951| 1952 1953| 1954 195 
1. Average hourly rates — 
Gap 185.9|204.7|220.3!229.3 237-5 252.0 
j | 
ewe tes 86 t00.0)r10.1/118.5/123-3]127-8 135.0 
| | | 


(1) The figures are the annual averages of the monthly data. 
They refer to all the sectors covered by the Ministry. (Group II 
sectors have not, that is to say, been eliminated). 


lic and annual); overtime pay, and extra 
pay for night shifts and for working on 
public holidays; and Christmas and other 
bonuses. The annual averages for this series 
indicate an increase in hourly wage rates be- 
tween 1950 and 1955 of nearly 36 per cent (43). 


(42) A more exact measure of the movement of wages in 
Group I of industry would be obtained by eliminating from the 
figures the items relating to Group II sectors. The difference 
is doubtless slight, however. 

(43) This index fails to take account of whatever change 
may have taken place in the proportional incidence of social 
insurance charges (other than family allowances) borne by the 





ren a 


enn 
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The levels of earnings (based, however, 
on the minimum contractual rates of pay for 
the « direct » wage, which were appreciably 
below the effective rates) (44) and of the 
« cost of labour » (inclusive of social insur- 
ance charges) which prevailed in 1945 (45) in 
Northern Italy in three of the most important 
industries are shown in Table 19. 


TABLE 19 


AVERAGE DAILY (1) RATES OF PAY AND COST 
OF LABOUR AMONG SKILLED WORKERS IN SELECTED, 
INDUSTRIES, 1955 

(Lire) ' 
Tex- | Engi- Chem- | 


tiles (2)) neering! icals | 
jemette) (Turia) prmer) 








1. Earnings (excluding —_ 


allowances, etc.) . . 1,410 1,590 | 1,652 
of which: 
(a) Direct earnings (3). . . | 1,190 | 1,336 1,389 
(b) Indirect earnings (4) . - | 220 254 263 





2. Amount retained for contribu- 
tions payable by worker and 


imcome tax. . . ae 84, 88 


3- Family allowances and social 
insurance contributions “ ad 


employer. . .. . : 545 | 698%| 676 
of which: 
(a) Family allowances. . . 258 309 310 
(b) Social insurance charges . 287 389) 366 





4- Cost of labour (1 + 3) - 1,956 | 2,288 | 2,328 


(1) Relating to eight-hour day. 

(2) Women, first category. 

(3) These are the minimum contractual rates. 

(4) Pro-rata allowance (over total number of working days) 
for paid holidays, and Christmas and other annual bonuses. 


Source: Compendio Statistico Italiano, 1956. 


employer. The Confindustria publishes an index of the « cost 
of labour », or cost of a day's work of eight hours. The cost 
is adjusted to include paid holidays, Christmas and other bo- 
nuses, and family allowances in addition to other social in- 
surance charges. It is, however, based on the minimum con- 
tractual rates for the « direct » wage instead of the effective 
rates. This index shows an increase between 1950 and 1955 
of 34.4 per cent, but it fails to take account of the increase 
which apparently occurred in the gap between the contractual 
rates for the « direct » wage and the rates actually paid (Cf. 
footnote 44 below). 

(44) A calculation made by the Confindustria shows that 
actual hourly earnings (taken from the Ministry of Labour 
sample) were on the average 25.3 per cent higher than con- 
tractual hourly wages in 1950 and 28 per cent higher in 1955. 


Since the price level increased between 
1950 and 1955, the rise in money wage rates 
during that period reflects a more modest rise 
in real wage rates. A very important distinc- 
tion has, however, to be made here on account 
of the dissimilar movements of different sec- 
tional price levels, some of which have been 
shown in Table 4 above. 

The official (ISTAT) cost of living index 
shows (on the basis of the annual averages) a 
rise of 23 per cent. This index, though in 
process of revision, is at present still based on 
the 1938 weights, and a more appropriate index 
to take is probably that which is used for 
purposes of the sliding scale. The index un- 
derlying the latest sliding scale agreement 
(introduced in the spring of 1951) gives a 
somewhat lower weight to food expenditures, 
and a higher weight to clothing, than does 
the ISTAT index. Over the years (1951-55) 
for which both indices are available the slid- 
ing scale index rose considerably less than the 
ISTAT index, as is shown by the following 
comparison : 


MOVEMENT IN COST OF LIVING 
(Annual averages) 


ee ae Se ne ee ee Sea 

| Percentage 

} | Increase 
1950 | 1951 1955 | 1951 


|_to 1955 


“ISTAT (national) index | 


(1938=1). . . . | 485 53-2 §9-7 12.2 
| Sliding scale (national) | 
index (November-De- 
| cember 1950= 100) “| 





| 
106.9 115.8 | 8.3 


Probably we may take the increase in the 
cost of living between 1950 and 1955 as having 
amounted to at most 20 per cent. And if 
we deflate the 36 per cent rise in money 
wages correspondingly, it appears that the 
increase in the average real rate of earnings 
of the industrial worker — in terms of the 


The Ministry of Labour figures used here are the series for 
« direct » earnings exclusive of the accessory elements due to 
holiday pay, bonuses, and family allowances. 

(45) The figures are the averages for the year. 
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goods bought by him — was 12 per cent or 
higher. 

Though this may be a relevant figure to 
take for purposes of measuring the improve- 
ment in the real standard of living of the 
average industrial worker, it is not an ade- 
quate index of the change in the average real 
cost of labour to the industrial employer. For 
the cost of living index includes items which 
are irrelevant to the price level of industrial 
output, and which did not move in the same 
proportion during the period under review. 

In the first place, food prices, which have 
a heavy weight in the cost of living index, 
rose more than did the prices of industrial 
products (46). In the second place, a partial 
upward adjustment was made in rents, which 
had previously been controlled at extremely 
low levels — an adjustment which represent- 
ed a redistribution of final income in favour 
of house-owners rather than an addition to 
the price level of current output (47). 

For purposes of measuring the increase 
in the rate of remuneration of workers in 
Group I of industry in terms of the output 
of that group, it would be necessary to use 
an index of the wholesale prices of the col- 
lection of goods produced by the group. It 
is, however, difficult to obtain a sufficiently 
representative index. The nearest approach is 


probably the elaboration, made by the Bank 


(46) According to the available price indices (see Table 4 
above), this discrepancy was due to two principal causes; The 
first was the movement, after the temporary dip of 1951, in 
the terms of trade between foodstuffs and industrial goods in 
favour of the former (cf. line III of Table 4). Some part of 
this movement must have reflected the adaptation of the price 
structure to the liberalisation of imports of industrial goods, 
which meant the removal of the protection from foreign com- 
petition which had previously been enjoyed by certain sectors 
of industry; and since the adaptation is by now presumably 
complete no further movement from this source is to be expect- 
ed in the future. 

The second cause was the increase, most of which took 
place between 1950 and 1952, in retail margins in the food 
trade (cf. line IV of Table 4). 

(47) The upward adjustment of rents played, however, a 
minor role during the period under review, owing to the small 
weight of rents — up till now — in the cost of living index. 
It is possible that this factor might become more important in 
the future as rents rise further and as — what seems probable — 
their weig?t in the cost of living index is raised. 


of Italy,-of the ISTAT indices of wholesale 
prices, eliminating all the food items (raw 
and processed). This index of industrial 
prices (see Table 4 above) shows a rise of 
only 3 per cent. An obvious defect of the 
index is that, like most indices of its kind, it 
relates primarily to raw materials and semi- 
finished goods, and is weak in finished pro- 
ducts. 

The correction of the 36 per cent rise in 
money wage rates for a 3 per cent rise in 
prices gives the result that real wage rates 
(in the sense of the cost of labour in terms 
of output) increased, in Group I of industry, 
by about 32 per cent. This estimate is, owing 
to the imperfect representativeness of the 
price level used, subject to a very consider- 
able margin of error. 

One further aspect of the recent move- 
ment in wage rates merits attention; it con- 
cerns the part played by the sliding scale 
system under which wages move up auto- 
matically with the cost of living. 

Expenditures on food, drink and tobacco 


still account for a very high proportion of 
total expenditure in the average consumer's 
budget, and they have a correspondingly 
heavy weight (66 per cent) in the cost of living 
index underlying the sliding scale. The move- 
ment in the index is thus dominated by the 
movement in food prices. Since the terms 
of trade between food products and industrial 
output went against the latter over the five 
years, the sliding scale by itself was an im- 
portant factor increasing the real wage burden 
in terms of industrial output. Or, putting the 
same thing in another way, it appears that 
even if real industrial wage rates measured in 
terms of the average collection of goods con- 
sumed by the industrial worker had just re- 
mained constant (i.e. if money wage rates had 
merely, but fully, kept pace with the rise in 
the cost of living), real wage rates in terms 
of the average collecton of goods produced 
by him — in Group I of industry — would 
still have increased quite substantially. 
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7. Productivity, Wages and Profits in Group | of 
Industry. 


When the estimate of 32 per cent for the 
rise in real wage costs is set against that of 
57 per cent for the increase in productivity 
in Group I — both figures being very broad 
approximations it should be remembered — 
it appears that the proportion of the increase 
in productivity absorbed by higher wages may 
have been between a half and two-thirds. 
A good deal of attention has been focussed on 
what appears to be such a wide gap between 
the increase in industrial productivity and the 
rise in real wage rates; and it may be worth 
while therefore to look somewhat more closely 
at the practical significance of this gap. 

Even if the above measure of the gap 
could be regarded as sufficiently accurate, 
several qualifications would need to be made 
to the conclusion which is commonly drawn 
that it is indicative of an unduly large increase 
in profits. 

The main qualifications are three: First, 
it should be remarked that Group I of indus- 
try — the only part of the Italian economy 
for which relatively reliable data are available 
concerning movements in all the three ele- 
ments of: production, employment and labour 
remuneration — is too small a part of the 
whole Italian economy, and too highly de- 
pendent on purchases of goods and services 
from outside the group, to allow the applica- 
tion, even as a first approximation, of the 
equation according to which increases in pro- 
ductivity are wholly reducible to increases in 
wages and profits. This equation is based 
on the simplified model of the « self-contain- 
ed» productive system, which is nowhere 
near characteristic of Group I. Even apart 
from the latter’s high dependence on imports 
from. abroad, the very fact that it is the sector 
of the Italian economy in which productivity 
certainly increased fastest, creates a presump- 
tion that its « terms of trade» with other 
domestic sectors (such, for example, as trans- 
port and construction), which were less able 
to offset comparable increases in wage costs 


by increases in productivity, deteriorated. On 
the other hand, the impossibility of broaden- 
ing the area of the calculation to include the 
whole economy, or even the whole of indus- 
try, so as to obtain a closer approach to the 
« self-contained » system in which inter-sector 
price differences are cancelled out in the 
general average, is obvious from the fragile 
nature of the data available for the area out- 
side Group I of industry. 

Nor is it possible to obtain an index which 
is representative of the prices of the goods and 
services (raw materials, fuel, equipment, trans- 
port, building, etc.) purchased by Group I 
from sources, either domestic or foreign, out- 
side the group, an index, that is to say, 
which would allow us to estimate the change 
in the « terms of trade » for this group. We 
are thus unable to say how great a part, if 
any, of the group’s increase in productivity 
was absorbed by a change of this kind. 

A second consideration further invalidates 
the inference that a positive difference be- 
tween the increase in productivity and the 
increase in real wage rates in Group I is 
necessarily indicative of swollen profits in the 
sense of profits per unit of capital invested. 
This is the fact that we do not know what 
happened to the average capital-output ratio 
in Group I: in the case that it rose, a given 
increase in the absolute share of profits in 
output might fail to coincide with an increase 
in the rate of profit per unit of capital in- 
vested. 

A third point to keep in mind is that if 
it is true that in 1950 industry still had on 
its payrolls labour which was in excess of 
what was required but which could not be 
dismissed, and that many sectors were work- 
ing not only below their labour-capacity but 
also below their plant-capacity, the proportion 
of output absorbed by wages at that time may 
have been abnormally high, and profits for 
the group as a whole abnormally low. It 
would then follow that the apparent small- 
ness of the proportion of the increase in out- 
put since 1950 that was taken by wages may 
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be due in part to the restoration of more 
normal conditions. 

No comprehensive figures are available 
concerning the movement which actually took 
place in industrial profits (48). Doubtless the 
movement in profit rates varied widely from 
sector to sector, with individual sectors prob- 
ably enjoying substantial increases from in- 
itial levels that were already high. The point 
to stress here is that the extent of this phe- 
nomenon over Group I as a whole cannot 
— for the reasons given — be deduced from 
a simple comparison between the productivity 
and wage statistics for that group. 

In any case it should be noticed that, if it 
is true that monopoly power has in some 
sectors been used to keep profits unduly high, 
this must be regarded as an added factor lead- 
ing to high selling prices and setting a brake 
on the expansion of Group I of industry. 
Both factors, i.e. rapidly rising wage rates as 
well as a large monopoly element in pricing 
policy, will tend to slow down the employ- 
ment absorption capacity of Group }. 


8. Areas of Labour Absorption Outside Group | 
of Industry. 


Group I of industry — referring it may 
be repeated to only about a half of industrial 
employment at the Census date, and account- 
ing over the five years for an addition to 
employment of perhaps no more than 40,000 
persons — is, as we concluded earlier, the 
only part of the whole economy for which 
approximately reliable figures are regularly 
available for the percentage movement, at 
least, in employment. 

Group II of industry is, as we saw, poorly 
documented not only as regards the movement 
in employment but also — over many sec- 
tors — as regards the movement in output. 
Nor can we be sure, for a large part of it 


(48) No attempt is at present made — for obvious reasons — 
in the national income statistics to give figures for « personal 
income » divided up according to the source (employment, div- 
idends and interest, etc.), or for « corporate » income. 


at least, that average levels of earnings moved 
in accordance with the wage data applying 
to Group I. The prevalence of self-employed 
persons and of family associates and others 
not in receipt of contractual remuneration, 
and of tiny establishments which in many 
cases escape union attention, means that levels 
of earnings in this zone of industry are largely 
independent of those set by union contracts. 
In Group II, exclusive of construction, the 
total of self-employed artisans, « family asso- 
ciates » attached to artisan and other units, 
and « co-operators », registered by the Census, 
reached 615 thousand (see Table 20), thus 
accounting for over 40 per cent of all em- 
ployees in the group; and the proportion of 
all employees working in establishments with 
10 or fewer employees was about 64 per cent 
(see Table 8 above). 


TABLE 20 


CATEGORIES OF SELF-EMPLOYED (ARTISANS) (1), 
AND OF DEPENDENT EMPLOYEES NOT IN RECEIPT 
OF CONTRACTUAL REMUNERATION: CENSUS DATA 














(Thousands) 
| Family 
Heads of | associates « Co- 
artisan | of artisan | oper- Total 
units (2) | and other ators » 
units 
GroupI.-. . 63.6 (3)| 39-2 8 103.6 
Group II (excl. 
construction) 4§9-5 (3); 154.8 1.1 615.4 
Construction . 14.9 | 12.0 3-6 30.5 
Total. . 538.0 206.0 5-5 749-5 


(1) The titular heads of non-artisan units are not separately 
distinguishable. 

(2) Taken as equivalent to « number of artisan units ». 

(3) The following sectors had no « artisans »; mining; arti- 
ficial and synthetic textile fibres; water; gas; tobacco. 


In the non-industrial branches of activity 
— including transport and commerce — 
direct evidence about the movement in em- 
ployment is likewise lacking. And, in com- 
merce, information about the movement in 
earnings levels is again poor, since here also 
a very large part of total employment is doubt- 


— 
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less independent of the conditions established 
by union contracts. According to the Census, 
no less than 1.3 million persons out of a total 
of 1.6 million (or that is nearly 80 per cent) 
were attached to firms employing 5 or fewer 
persons. 

The answer to the question of where and 
at what levels of income, the bulk of the 
additional employment of the period 1950- 
1955 took place remains a matter for conjec- 
ture. Within Group II of industry, construc- 
tion was obviously responsible for a large 
increase — reaching several hundreds of 
thousands. Transport probably absorbed a 
smaller but still substantial number. And 
since both of these branches of activity are 
mostly in the hands of medium- or large-scale 
units to which presumably collective wage 
contracts apply, it is also fairly certain that 
the great majority of the employees in these 
branches enjoyed the wage increases which 
were established in those contracts, and which 
were comparable in magnitude with the in- 
creases enjoyed by Group I of industry (49). 

It seems evident also that other sectors in 
Group II of industry (besides construction, 
that is) must have expanded — in terms of 
employment — a good deal faster than did 
the sectors in Group I. It is probable, there- 
fore, that an increase rather than a decrease 
took place in the numbers attached to artisan- 
type enterprises and to other small establish- 
ments. Most likely there remained in this 
part of industry large zones of « under- 
employment », low productivity, and very 
low earnings per head. Similar conditions 
probably prevailed in commerce. 

These conjectures if true would signify a 
marked unevenness in the development proc- 
ess of the period 1950 to 1955. Part of the 
employed labour force, attached especially to 
Group I of industry, to certain sectors of 
Group II, and to transport, certainly enjoyed 
substantial gains, amounting to 12 per cent 


(49) The contractual rates in construction rose, according to 
the ISTAT indices, by more than the average for the whole 
group of industrial sectors, while those in transport rose a little 
less than the average. 
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or more, in real earnings per head. At the 
other end of the scale, not only did the 
number of the unemployed fail to diminish 
to any appreciable extent, if at all (it probably 
remained somewhere between 1.5 and 2 mil- 
lion). But it is quite likely, also, that the 
so-called « under-employment » problem was 
not substantially relieved, ie. that a large 
part of the employed labour force — in the 
« artisan sectors» of Group II of industry, 
in commerce, and in agriculture — remained 
at very low levels of earnings per head. 


9. Industrial Development in the Mezzogtorno. 


The special importance of the problem of 
industrial development in the Mezzogiorno 
may justify a brief excursion into some of the 
evidence which the same source material as 
we have used for Italy as a whole provides 
for the Mezzogiorno taken separately. 

A grouping of the Census data for indus- 
trial employment in the Mezzogiorno in the 
manner adopted previously for all Italy gives 
the results shown in Table 21. 

At the Census date the Mezzogiorno had 
not many more than 200,000 employees in 
what we have called Group I of industry; 
and of these, nearly a quarter, were in min- 
ing. In Group II, including construction (50) 
on the other hand, it had over 530,000. In 
Group I the Mezzogiorno thus had only g per 
cent of the total for the country as a whole, 
whereas in Group II it had 27 per cent. 
Within Group II the proportion was partic- 
ularly high in the food and tobacco sectors. 

There was thus a heavy concentration in 
those industrial activities which are conducted 
predominantly by artisan, and other very 
small-scale units. In industry exclusive of 
construction, nearly 60 per cent of all em- 
ployees in the Mezzogiorno were attached to 
units with 10 or fewer employees, the com- 
parable figure for the North being less than 
one-quarter. 


(50) The figure for construction is probably too low. See 
p- 160 above. 








By far the greater part of the industrial 
activity of the Mezzogiorno — as it was to- 
wards the end of 1951 — thus fell outside the 
field of activity for which the Ministry of 
Labour statistics can be regarded as giving 
an even approximate guide to the movement 
in employment. 

A regional analysis of the Ministry of 
Labour and the Census data gives the result 
that the Ministry’s figure (of November 1951) 
for employment in Group I of industry, in 
the Mezzogiorno, represented between 55 and 
60 per cent of the Census figure for that area. 
This was a lower coverage than that (of 
nearly 70 per cent) obtained for Italy as a 
whole. The difference is no doubt due to 
the greater importance, even in Group I of 
industry, of very small establishments in the 
Mezzogiorno (see Table 21). 

Nonetheless, the movement in the Minis- 
try’s figures for the Mezzogiorno doubtless 
gives an approximate idea of how far Group I 
of industry expanded, in terms of employ- 
ment, in that area. The figures for June 1950 
and June 1955 are shown in Table 22 (51). 
They indicate that Group I as a whole ex- 
panded employment by 18 per cent. This 
movement is very much higher than that, of 
only about 1.5 per cent (between the June 
dates), recorded for the North. 

Group I thus seems to have made some 
strides in the Mezzogiorno — even though 
they are small in absolute terms. Indeed the 
absolute increase in employment was probably 
fully as high there as in the North. The 
most important sectors of expansion in the 
Mezzogiorno, in terms of absolute numbers, 
appear to have been mechanical engineering, 
and construction materials. The latter depend- 
ed, it should be noted, on a local demand 
which was stimulated by the high public 
works expenditures of the period. 

It would appear then that, of the small 
increase in employment which took place in 


(51) The June figures instead of the annual averages have 
been used here because the employment figures are not available 
on a regional basis for all months of the year 1950. The June- 
to-June increases for the whole country are slightly higher than 
those resulting from the annual averages. 
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TABLE 21 


CENSUS FIGURES FOR INDUSTRIAL EMPLOYMENT 
IN MEZZOGIORNO, NOVEMBER, 1951 














— ay oO: OGLE tas 4 
a. | Ratio | paw 
| im to Total 
ployees| _ |ofem- 
| ia ployees 
loyees 
Mezzo: |Fy be leg 
giorno | aly) 38 
| sands) bord | small 
| units (2) 
Group I 
| A. Mining . . 2... . . | @87] 41.0! 14.0 
| B. Manufacturing: | — et eatseoes 
t. TeeMewiii:. acho stzatus 23-5 | 3-9) 309 
2. Paper and paper-working . | 4-6 Jo3 | 19-2 
3. Printing and publishing. . 7-6 10.2, 51.0 
4. Leather and skins. . . . 5-0} 12.9, 65.4 
5. Rubber —— 7 1.8. 75.3 
6. Chemicals . . . . . . | 13:8) 9.3) 25.3 
7. Petroleum and coal derivates | 3,3| 17-4 4:1 
8. Cellulose, and artificial and | 
synthetic fibres, for textiles ) 27, — 
9. Non-metalliferous minerals. | 36.4) 17.6! 40.2 
10. Metallurgical . . . . 10.1} 7.0 0.9 
11. Engineering I. . . . . | 30:9) 4.6 15.0 | 
Total B | 138.6) 6.6, 28.3 
a eee | 14-2) 21.1) 25-1 
Total GroupI . . . 201.5 89 24-7 | 
Group Il 
B. Manufacturing: 
1. Food and allied . . . . | 139.2} 38.7! 65.6 
gi Webettes: .ielioecs > 24-7| 47-3| 3-4 
| 3. Clothing and furnishings . 113.8) 27.7| 94.1 
4. Wood, furniture, etc. . . 78.3; 26.7/ 82.3 | 
| 5. Engineering T. . . . . 53-7| 23.6| 90.0 
6. Photo-phono-cinematogr. . 2.4! 21.5| 99-4 
7. Miscellaneous manufactures | 2.2 4-0} 47-4 | 
mers oa ere ts 414.2| 29,4| 76.2 
| 
| C. Water .. 2. 2 2 ee es 4:7| 39-6) 42-4 
| Gas 1.8 | 12.7 | 1.8 
| 
| D. Construction ... .. - | 115.5] 21.0] 15-6 
| | | 





Total Group Il . 532 2| 27.1 | 63.4 





Total Groups 1 and Il 733-7| 17-3 52.9 





Total Groups I and Il 
(excl. construction) . 622.2 


| 
| 
| ined tse? 





16.8 59.3 


(1) Denominator taken from column 1, Table 8 above: 
(2) Cf. footnote 2, Table 8 above. 
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TaBLe 22 


INDUSTRIAL EMPLOYMENT (WORKERS), IN GROUP I 
OF INDUSTRY, IN MEZZOGIORNO 
(Ministry of Labour Figures) (1) 


* June | June | 


1950 | 1955 
' NN ee | 
(Thousands) 
Group I 
See eee ee 31-3 | 28.1 
B. Manufacturing: 

TS wei OR-. 13.9 14-5 
Be, ota Wie Ser aliets 36 2-4 2.8 
PN mer oo thes cee 1.9 | 2.8 
ee ee eee 1.0 I.r | 
PR ass siriat. Soo 0.3 | 0.2 | 
_ Chemicals . Ts ee 96 | 10.9 | 
Non-metalliferous minerals . . . 10.6 16.8 
Metallurgical =. 2. 2 2... 4-4 8.4 
ES, 0? 1, + 18 oe 25-6 34-2 
C. Electricity . S21. | 
ree 107-8 | 127.3 








| 
Total Group I for all Italy . 1,569.5 | 1,610.2 


(1) June figures instead of annual averages have been used 
here, owing to lack of availability of regional figures for all 
months in 1950. 


Group I over the country as a whole, the 
Mezzogiorno obtained at least as large an 
absolute share as the North. And the con- 
clusion might be drawn that it was the failure 
of Group I appreciably to expand employ- 
ment at all, rather than any special reluctance 
vis-a-vis the Mezzogiorno, that was responsible 
for the slow progress towards « industrialisa- 
tion » of that region — if industrialisation is 
interpreted in the sense of the development 
of the industries of Group I. 

How far « industrialisation » proceeded in 
the sense of the expansion of those small-scale 
manufacturing industries which have been 
much more typical of the Mezzogiorno in 
the past — the food trades, clothing, wood 
and furniture — is not, of course, reliably 
documented by the Ministry of Labour sta- 
tistics. The same reasons as were set out in 
earlier sections of this article make it seem 
likely, however, that these manufacturing 


3 


industries (of Group II, that is), along with 
construction, transport and commerce, took 
off the brunt of the labour pressure. 


10. Summary of Conclusions. 


From among the conclusions, some of 
them tentative in character, that may be 
drawn from the analysis of the development 
of income and employment during the period 
1950 to 1955, the following seem to merit 
particular attention. 


1. A high rate of gross investment, esti- 
mated as amounting annually to between 20 
and 23 per cent of the gross national product, 
supplemented by the bringing into operation 
of reserves of unused capacity, failed to draw 
into employment an additional number of 
workers large enough perceptibly to reduce 
the volume of unemployment. Even allowing 
for some swelling of the lists of the unem- 
ployed by increased registrations from the 
« under-employed » who were desirous of 
obtaining fuller employment and more ade- 
quate incomes, it appears that the period 
ended more or less as it began with between 
1.5 and 2 million unemployed. 


2. A very rough indirect estimate — it is 
not much more than a guess — would in- 
dicate that total employment in agricultural 
and non-agricultural activities combined may 
have expanded by some 700 to 800 thousand 
persons. Assuming that the total employed 
labour force at the beginning of the period 
was in the neighbourhood of 18 millions (52) 
— though this is again only a very rough 
figure — the increase in employment would 
be less than 5 per cent. 

If this figure is anywhere near the truth, 
it means that the percentage increase in em- 
ployment over the five years hardly exceeded 


(52) The « active » population, or population of 10 years 
and above claiming to exercise a trade or profession, registered 
by the Census of 4th November, 1951 was 19,659,000 (provi- 
sional figure). This included the unemployed, other than those 
in search of their first job. 
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that which took place during the same period 
in some « full employment » economies. 


3. The experience of the period thus 
strongly suggests that the continuation in the 
future of high rates of income growth and 
of investment will not, by itself, be an ade- 
quate guarantee of a sufficiently rapid solu- 
tion of the unemployment problem. It is 
essential besides that the investment process 
should take the appropriate direction. 


4. Between the beginning and the end 
of the period under review, housing, public 
works, and land improvement, of which the 
effect in increasing productive capacity is 
slight or else long-delayed, absorbed an in- 
creasing proportion of the total gross fixed 
capital formation; while industry absorbed a 
declining proportion. Nonetheless investment 
in the industrial sector probably brought the 
1955 figure for gross fixed industrial capital 
formation to some 30 per cent in real terms 
above the 1950 level. A large part of this 
additional industrial capital must have gone 
into what was called above « Group I» of 
industry. 


5. Group I — covering such important 
sectors as textiles, engineering, metallurgy, 
chemicals, and construction materials — em- 
ployed some 2.3 million persons at the Census 
date (November 1951) thereby accounting for 
rather more than half of total industrial em- 
ployment. This industry-group is predomi- 
nantly one of medium- and large-scale units 
of production; and, over the major part of 
it, levels of remuneration of labour are gov- 
erned by collective wage contracts and are 
protected by the sliding scale. 

It is the best documented part of the 
Italian economy as regards movements in 
employment, output, and earnings. 


6. Although output in Group I expanded 
by over 60 per cent between 1950 and 1955, 
the group absorbed only a very small increase 
in employment — about 2 per cent. In ab- 
solute terms the number of additional em- 
ployees (workers plus other grades) was prob- 


ably no more than 40,000. Average hours 
worked per man increased, in response to the 
elimination of short time in some cases and 
to the working of over-time in others; but 
even so the rise in the total number of man- 
hours worked was only about 4 per cent. 
The increase in average productivity per man- 
hour in Group I of industry was consequently 
high: of the order of 57 per cent in the space 
of five years. 


7. Evidently, then, the additional invest- 
ment in Group I of industry served primarily 
to increase the « capital-depth », and the aver- 
age productivity per head, of a constant oc- 
cupied labour force, and only in a very 
limited degree to broaden the employment 
base. The increase in « capital-depth » was 
due partly to increased mechanisation, but 
partly also to the faster expansion of the more 
capital-intensive sectors as compared with the 
less capital-intensive ones. 


8. Given the smallness of the addition to 
employment in Group I over the country as 
a whole it is not very surprising that the 
progress made in this group in the Mezzo- 
giorno was also slight. Indeed, the Mez- 
zogiorno appears to have obtained a compar- 
atively high share of the total gain. 


g. The movement towards increasing « cap- 
ital-depth », part of which was due to 
technological factors, to the exploitation of 
new resources, and to changes in demand, 
was enhanced by rising wage costs. Money 
wage costs in Group I of industry rose by 
about 36 per cent. The price-level of the 
output of the group rose by perhaps 3 per 
cent — although in the absence of a truly 
representative group price index, this figure 
must be regarded as very rough. It would 
imply that real labour costs — measured in 
terms of the output of Group I — increased 
by some 32 per cent. 


10. It thus appears that only between one 
half and two-thirds of the growth in produc- 
tivity in Group I was absorbed by wages. 
There are a number of reasons why no reli- 
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able inference can be drawn, from this cal- 
culation, concerning the movement in profit 
rates. Nevertheless, it is likely that certain 
monopolistic positions in Group I yielded 
high, and perhaps growing rates of profit 
during the period. 


11. Comparable to Group I of industry 
as regards wage levels and movements is part 
of Group II (i.e. construction and some smal- 
ler sectors), and transport. These branches 
are again predominantly in the hands of 
medium- or large-scale units to which it may 
be presumed that collective wage contracts 
apply. No direct information is available 
concerning the number of additional em- 
ployees that were absorbed by these activities; 
but indirect evidence suggests that construc- 
tion and transport absorbed several hundreds 
of thousands. 


12. These branches of activity along with 
Group I of industry belong by virtue of their 
average income levels — both wages and 
profits — to an upper layer of the non-agri- 
cultural part of the Italian economy. 


13. From it may be distinguished a second 
layer which, though part of it doubtless enjoys 
income levels comparable with those of the 
first layer, is as a whole almost certainly 
characterised by lower average earnings per 
head as well as by less uniform earnings. To 
this second layer — which is far less well 
documented statistically than is the first — 
belong the larger part of Group II of industry 
along with commerce. The relevant part of 
Group II of industry includes the food, cloth- 
ing, and wood and furniture sectors, and the 
small engineering shops doing repair and 
odd-job work. Aside from isolated instances 
of large producing units, it consists of very- 
small scale, highly competitive, and usually 
labour-intensive industry. It contains substan- 
tial numbers of self-employed (artisans) and 
family associates, who draw their income in 
the form of profits rather than of contractual 
wages; and a large proportion even of the 
wage-earners are working in firms too tiny 
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to come under the discipline of collective 
wage contracts. Similarly situated is most of 
commerce. 

Into this zone at present falls by far the 
greater part of the industry of the Mezzo 
giorno. 


14. It is impossible to establish with any 
certainty what movements took place in out- 
put, employment, and earnings in this second 
layer. Quite probably, however, it absorbed 
during the five year period substantial num- 
bers of additional employees, many of them 
at very low income levels. A large part of 
this layer probably remains a zone of « under- 
employment », low productivity, and low 
earnings, hardly distinguishable at the fringes 
from the lowest layer of all — that of unem- 
ployment in the strictest sense. Many of its 
members are likely, moreover, to be registered 
as unemployed at the Labour Exchanges. 


15. It is in order to relieve pressure on 
the middle and lower layers that the upper 
layer would need to expand more rapidly. 
The pivot of the upper layer is, however, 
Group I of industry; and the small labour- 
absorption power of this group stands out 
— it may be repeated — as one of the strik- 
ing features of the period. 


16. In agriculture, increased mechanisa- 
tion, the more extensive use of fertilisers, and 
other improvements in methods, were reflect- 
ed in an upward trend in output. Other 
advances made during the period — partic- 
ularly in the field of land reclamation — 
must be expected to show their full results 
in raising agricultural income only at a much 
later date. The low level of productivity and 
earnings at present prevailing among a large 
section of the existing agricultural population 
leads, however, to the view that agriculture 
must be expected to release, rather than absorb 
man-power in any development process which 
is aimed at eradicating the extremes of poverty. 


17. Our sketch of what happened to em- 
ployment and incomes during the recent past 
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— even if it is partly based on conjecture — 
focusses attention on the hard terms of the 
choice which faces the Italian economy in 
the future. Three alternative types of develop- 
ment process are in principle possible. 

The first is a process which aims predom- 
inantly at development im depth of the 
« upper layer » of the economy, and which 
allows living standards in that layer to con- 
tinue improving at a rate comparable with 
that of recent years, and comparable with 
that which can be afforded in countries which 


have already reached full employment. This . 


process would, however, be bought at the cost 
of prolonging the disparity between a narrow 
« upper layer » and a wide, or perhaps widen- 
ing « lower layer », in which a large part of 
the total labour force remained either com- 
pletely outside the productive system, or else 
on the fringes where earnings are extremely 
low. 


18. The second process is one which con- 
duces more largely to development in breadth 
of the « upper layer », thus relieving the pres- 
sure of the labour supply on the « lower 
layers ». This implies: (a) a policy of « profit 
restraint » on the part of business in those 
sectors where technical conditions inevitably 
impose a few large business units capable of 
exercising monopoly power; and (b) a policy 
of « wage restraint » on the part of organised 
labour, until such time as a level of employ- 
ment not far short of full has been reached. 

« Profit restraint », implying less monopo- 
listic price policies in the relevant sectors, 
would help speed up the expansion of Group I 
of industry, especially by making its products 
more competitive in export markets. « Wage 
restraint », during the period of transition 
from an under-employment to a full employ- 
ment economy, besides affecting the general 
level of costs, would influence the cost struc- 
ture of Group I of industry, and hence the 
pattern of future expansion within that group. 
It would, that is to say, lead to a heavier 
concentration in the sectors of relatively low 
capital-intensity, thus causing the available 


capital resources to be spread over a larger 
employment base (53). 

In particular, it is probable that a slowing 
down in the rate of increase in wage costs 
would help to accelerate the rate of expansion 
or slacken the rate of contraction respectively, 
in the two industries, engineering and textiles, 
which have traditionally been Italy’s major 
manufacturing branches, and (along with agri- 
culture) her most important export sectors. 


19. The events of recent years also call 
attention to certain limits on the width of the 
margin within which a policy of wage re- 
straint can operate, under the condition that 
the principle of the « sliding scale » should 
not be infringed, and given the heavy weight, 
at the present stage of Italy’s economic de- 
velopment, of food expenditure in the average 
worker’s budget. 

The change between 1950 and 1955 in the 
«terms of trade» between foodstuffs and 
industrial goods meant that the rise in the 
cost of hving appreciably exceeded that in 
the price level of the output of Group I of 
industry. Hence even if the real wages of 
the workers in that group had remained 
constant in terms of the goods they consumed, 
they would still have risen quite substantially 
in terms of those they produced. 

While some of the factors which were 
responsible for this situation are likely to be 
weaker in the future than they were in the 
recent past, it is important to recognize, over 
the longer run, that the tie-up between wages 
and the cost of living means that food prices 
have for all practical purposes become a direct 
cost of industry. It follows that industrial 
expansion and agricultural protection are to 


(53) It may be noted that this is quite a different point from 
that which is sometimes raised in current discussions, and which 
looks to some form of « wage restraint » as a means of limiting 
the growth of consumption in the interests of an intensified 
investment ce. The point raised in the text above 
would clearly not be met by a scheme under which wage rates, 
and therefore industrial wage costs, continued rising at the same 
pace as before, but workers henceforth received the increase (or 
part thereof) in the form of some kind of « savings certificate ». 
For, though such a scheme might possibly serve the purpose of 
inducing additional saving, it would certainly not serve that of 
influencing the cost-structure in the direction indicated. 
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a certain extent mutually exclusive aims. Agri- 
cultural protection, were it to be pursued, 
might constitute for industry as a whole a 
limiting factor similar to that which steel 
protection once implied for the engineering 
sector. 


20. The third type of development proc- 
ess, which is one that would permit rapid 
strides to be made in both directions at once 
— i.e. both in raising incomes per head of 
those already in the « upper layer » of the 
economy and in raising levels of income and 
employment among those at present in the 
« lower layers» — would require a much 
vaster investment programme than that which 
is at present contemplated as being within 
the realm of practical possibilities. 


21. While the above considerations call 
attention to certain characteristics of the cost 
and price structure which would be an essen- 
tial part of the mechanism driving the de- 
velopment process in the particular direction 
at which the « Vanoni Plan » is aimed, they 
do not signify that the Plan’s broad objectives 
of narrowing the present wide disparities in 
income levels between economic groups and 
geographical regions, and of making the 
transition to something approaching a full 
employment economy, within say the next 
ten years, are impossible of realisation. Our 
considerations are, that is to say, essentially 
variations on the original theme rather than 
a new one. 


Vera C. Lutz 
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** *# 


The present study is based on statistical data systematically compiled 
in order to facilitate international comparisons; its aim is to calculate the 
levels of industrial production in Western Europe as a whole, in the major 
countries of that area and in the United States, to compare those levels, 
to analyse the trends and to examine the structure of industry in the dif- 
ferent countries. 

The study covers the period 1901-1955. If 1901 has been chosen as 
point of departure, it is not only because a recent O.E.E.C. publication 
« Industrial Statistics 1901-1955 » provided a great number of series so 
established as to facilitate international comparisons. It is also because world 
industrial expansion, after slowing down somewhat at the end of the 19th 
century, picked up again more keenly and more generally at the beginning 
of the 2oth, and on lines sufficiently different from the earlier period to 
suggest that with the 2oth century a second industrial revolution began. 

In this study care has been taken not to seek out the causes which 
have influenced or determined the facts or to judge the various economic 
policies with which they are associated. 
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DEFINITIONS AND METHODS OF CALCULATION 


Definitions. 


In the present study, the phrase « Western 
Europe » covers all the European territories 
of the countries which in 1955 were Members 
of the Organisation for European Economic 
Cooperation, i.e., Austria, Belgium, Denmark, 
France, the Saar, the Federal Republic of 
Germany, Greece, Iceland, Ireland, Italy, 
Luxemburg, Norway, the Netherlands, Por- 
tugal, Sweden, Switzerland, Turkey and the 
United Kingdom. 

This definition of Western Europe does 
not coincide with « geographical » Western 
Europe. It excludes Spain, Finland, and 
Yugoslavia. Nevertheless, although the alter- 
ations which could be made in the definition 
of Western Europe by including these three 
countries would change certain data (area, 
population, etc.) they would not affect the 
characteristics and development of industrial 
production that are the object of the present 
study. 


« Industrial production » is defined as 
production resulting from the following three 
activities: mining and quarrying, manufactur- 
ing, production of electricity and gas. This 
definition excludes construction (1). 


Western Europe and Industry. The eight- 
een countries comprising Western Europe so 
defined cover an area of 3.5 million square 
kilometres, with a total population of 284 
million at the end of 1955. 

These various countries are far from hav- 
ing the same degree of development: side 
by side with countries among the most highly 
industrialised in the world are others which, 
in certain respects, might be grouped with 
the underdeveloped areas. Western Europe 


(1) The activities mentioned are themselves defined in the 
International Standard Industrial Classification (I.S.I.C.). (Cf. 
Annex 1). 


today takes second place in the world for 
total volume of industrial production, after 
the United States, but in front of the U.S.S.R. 

Taking the eighteen countries as a whole, 
industrial production in 1955 accounted for 
42°, of the formation of gross national pro- 
duct, while construction contributed 7°, agri- 
culture 13° and the other activities (« Ter- 


tiary ») 38%. 


Calculation of the index of industrial production. 


In order to determine the volume of 
industrial production in Western Europe and 
to study its development during the first half 
of the 2oth century it is necessary to calculate 
an index of industrial production covering 
the whole of the region studied. 

The direct method would be to note the 
quantities of each article produced in Western 
Europe since 1900 and to establish an index 
for each. The index of industrial production 
in Western Europe would then be obtained 
by weighting each of these elementary indices 
according to the relative importance of each 
product in total industrial production during 
the year chosen as a base. Actually, suffi- 
ciently long series on industrial production 
are available for only a very limited number 
of products, and there are no elements on 
which to base a weighting. Such a method 
is therefore impracticable. 

Consequently the index of industrial pro- 
duction in Western Europe has had to be 
calculated by another method. We have com- 
bined the national indices of industrial pro- 
duction of the various countries, each national 
index being given a « weight » corresponding 
to the importance of the country concerned 
in the industrial production of Western Eu- 
rope during the selected reference year. 
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To calculate the European index of indus- 
trial production using the method just des- 
cribed, two groups of data are needed: 

1. A series of indices giving, for each 
country, the development of the. volume of 
industrial production during the period con- 
sidered, i.e. 1901-1955. 

2. An evaluation of the relative im- 
portance of each country’s industrial produc- 
tion at a specific time, in order to determine 
the weighting of the European index. 


(A) THEORETICAL DIFFICULTIES. 


To calculate the index of industrial pro- 
duction in Europe thus requires comparisons 
over time (inside each country) and over space 
(between countries) of volumes of production. 
Such comparisons present fundamental dif- 
ficulties which must be stressed. It is impor- 
tant fully to realise that there are several 
solutions to the problem of measuring the 
relative magnitude of industrial production 
in two countries, or in a single country at 
two different times. This lack of uniformity 
results essentially from the differences in price 
structure (2) peculiar to each country or 
each period. 

Industrial production consists of a multi- 
tude of very diverse products which it would 
be meaningless to add together quantitatively. 
To total these products, their monetary value 
must be brought in. If the structure of prices 
were uniform and unvarying — if, in other 
words, price relationships between products 
were the same everywhere and always — 
there would be no problem in using monetary 
values. The value of industrial production 
would then be homogeneous at different times 
or in different countries, and comparisons 
would lead to clearly defined results. But 
in fact, price structures vary considerably 
according to the countries and periods con- 
sidered; each value of total industrial produc- 
tion can be expressed according to various price 
systems, the relationships between the values 


(2) In the computation of industrial production indices, 
« price » means «value added per unit ». 


allotted to each country and each period then 
depending on the price system chosen. 

Furthermore, an index covering a very 
long period cannot be devised in a field such 
as overall industrial production without ques- 
tioning its very concept, since the pattern of 
industrial production has undergone a pro- 
found change in the course of time: the 
quality of products has changed, some have 
disappeared, others have been created, and 
price relationships between products have 
been completely changed. 

The establishment of a historical series of 
indices of industrial production is thus to 
some extent arbitrary. The indices can be 
expected to give some indication of the rela- 
tive magnitude of development, but no abso- 
lute value can be attached to the data. 


(B) METHOD OF COMPUTATION. 


Country indices. The series of country 
indices of industrial production used in this 
study are based on official or private indices 
available in the various countries (3). 

Each of these series was prepared in such 
a way that: 


(a) The coverage corresponds as closely 
as possible to the definition of industrial pro- 
duction adopted; 


(b) The data refer, for all years, to pro- 
duction on the 1955 territory of the country 
concerned; 

(c) The internal weighting of the in- 
dices for all countries refers to the same 
period — that chosen as international weight- 
ing base period — all national indices of indus- 
trial production have therefore been recom- 
puted using weights giving each sector of 
industry the relative importance it had in 
1938 in the country under review. 

This method of establishing the data 
ensures the greatest possible comparability 
through time and space of the country in- 
dices. 

(3) The list of all sources used is given in the volume 


« Industrial Statistics 1901-1955 », p. 153 and ff. (O.E.E.C., 
Paris 1956). 
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European Index. The index of industrial 
production in Western Europe was obtained 
by combining the country indices using 
weights corresponding to each country’s share 
in European industrial production in 1938. 
These shares were computed by comparing 
the value added in United States dollars of 
each country’s industrial production with the 
total value of industrial production in Western 
Europe. 

The values added in industrial production 
were computed twice, first for 1938, then for 
1950, using independent data. The results 
obtained, when applied to the same year, are 
practically equivalent (4). 

The results obtained were compared with 
those which appear from a study of quanti- 
tative factors linked to industrial produc- 
tion in each country: energy consumption, 
steel consumption and manpower employed 
in industry. These comparisons confirmed 


the validity of the figures obtained. 
TABLE 1 


SHARE OF EACH COUNTRY IN THE INDUSTRIAL 
PRODUCTION OF WESTERN EUROPE 
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(4) A detailed account of the methods used is given in 
Annex 1. 


Share of each country in the industrial 
production of Europe. On the basis of the 
above-mentioned computations, the share of 
each country in European industrial produc- 
tion was in 1955 as shown in table 1. 

Using the same methods, it was calculated 
that the volume of industrial production in 
the United States was two-thirds higher than 
in Western Europe in 1955. 


Western Europe . . . 100 
United States. . . . 166 


Indices 1901-1955. Table 2 gives the in- 
dices of industrial production of Western 
Europe, the European countries and the 
United States for the period 1901-1955. 
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GENERAL INDICES OF INDUSTRIAL PRODUCTION 
(1938 = 100) 
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The weights shown correspond to those quoted in Table 1 for 1955 but: 


1) they refer here to 1938; 
2) they apply to « Member Countries combined » excluding the three countries (Portugal, Switzerland, Iceland) for which 
there are no indices of industrial production. 


Notes: (a) Electricity, gas and water are not included. 
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THE VOLUME OF INDUSTRIAL PRODUCTION IN THE COUNTRIES 
OF EUROPE, IN WESTERN EUROPE AS A WHOLE 
AND IN THE UNITED STATES, BETWEEN 1901 AND 1955 


Table 1 above showed the volume of in- 
dustrial production in each European country 
and in the United States in 1955 as a per- 
centage of total industrial production in 
Western Europe. 

On the basis of these data and of the 
indices of industrial production given in 
Table 2, which show the fluctuations in 
production over a period of time, it is pos- 
sible to work out the comparative volumes 
of industrial production for each year from 
IQOI to 1955. 

In Table 3 the volume of each country’s 
industrial production for each year is express- 
ed as a percentage of the total volume of 
industrial production in Western Europe in 
1955, taken as an international unit. The 
figures refer to 1901, 1913, 1929, 1937 and 
1955- Each of these years, as we shall see in 
the following paragraphs, represents one of 
a series of successive « peaks» in the ex- 
pansion of industrial production in the western 
world. Countries have been arranged in 
the order of their importance in 1955. 

The first two lines of Table 3 compare 
the volume of production in the United 
States and in Western Europe during the 
first half of the 20th century. Before the 
First World War, European industrial produc- 
tion exceeded that of the United States: by 
more than 25°/, in 1901 and by 5° in 1913. 
During the First World War the positions 
were reversed, United States industrial pro- 
duction overtaking that of Europe: in 1920, 
two years after the end of the War, the lead 
amounted to 50°/ and in 1929 to about 44%. 
Between 1929 and 1937 Western Europe 
regained some of the ground lost to the 
United States, harder hit by the Depres- 


sion (5), and in 1937 United States industrial 
production exceeded that of Western Europe 
by only one-quarter. The United States again 
considerably increased its lead during the 
Second World War, the volume of industrial 
production in that country being more than 
twice (220%) that in Western Europe in 
1948. Between 1948 and 1955 the great indus- 
trial drive in Europe enabled the latter to 
make up some of the leeway: in 1955 the 
volume of American industrial production 
was two-thirds higher than that of Western 
Europe. 


TRENDS IN THE VOLUME 
OF INDUSTRIAL PRODUCTION 
(Western Europe 1955 = 100) 


TABLE 4 
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If the volume of industrial production in 
the United States is compared with that in 
the major European countries, it will be seen 
that as far back as 1901 the United States was 

(5) In 1932, at the depth of the Depression, European 


production again equalled American production, as it also 
did in 1938. 





the world’s greatest industrial power. Its 
production at that date was more than 
double that of Great Britain and four times 
that of Germany or France. Since then the 
gap has widened considerably: in 1955 indus- 
trial production in the United States was 5.5 
times greater than in the United Kingdom, 
7 times greater than in Germany, 12 times 
greater than in France and 18 times greater 
than in Italy. 

The share of each European country in 
the industrial production of Western Europe 
will be seen more clearly if the volume of 
its production in each year under review is 
expressed as a percentage of the volume of 
industrial production in Western Europe as 
a whole. 


TaBLe 4 


SHARE OF EACH COUNTRY IN THE VOLUME 
QF INDUSTRIAL PRODUCTION IN WESTERN EUROPE 
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Although its relative importance declined 
slightly during the period under review, the 
United Kingdom has never ceased to be the 
leading industrial power in Europe. In 1901 
it accounted for one-third of European produc- 
tion. Its share gradually declined until 1929, 
when it represented little more than one- 
quarter. After 1929 the United Kingdom 
regained some of the ground lost: in 1937 
and in 1955 its share was 30%. 

The volume of industrial production in 
Germany (6) is second only to that in the 
United Kingdom. Germany’s share in Euro- 
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pean production has not greatly varied dur- 
ing the years under review; it accounts for 
about one-quarter of total production. In 
the years immediately following the two 
world wars its relative importance declined 
considerably: in 1920 it accounted for not 
more that 17° of the industrial production 
of Western Europe as a whole, and in 1948 
only 13%. 

France’s share in European industrial pro- 
duction increased between 1901 and 1929 (by 
almost 15°): in 1929, it represented more 
than one-fourth. But after 1929, France’s 
share decreased: in 1937, 1694 of European 
industrial production and, in 1955, only 14%. 
In 1901 French industrial production amount- 
ed to 55°% of that of the United Kingdom, 
almost equalled that of Germany, and was 
3-5 times as much as that of Italy. In 1929 
France equalled Germany and produced four- 
fifths as much as the United Kingdom. In 
1955 her contribution was less than half that 
of the United Kingdom, three-fifths that of 
Germany, and only one-and-a-half times that 
of Italy. 

The Belgium-Luxemburg Economic Union 
kept its share in European industrial produc- 
tion almost constant (at about 5.5°/,) between 
1901 and 1937. In 1955, its share was only 
4.5%, production having increased less in 
Belgium than in the other European countries 
since 1937. 

Italy, the Netherlands and the Scandina- 
vian countries, which in 1901 were much 
less industrialised than the countries previous- 
ly mentioned, are those which most increased 
their share in Western European industrial 
production. Together they contributed 12°/ 
in 1gor, i.e. a little more than one-third of 
United Kingdom production, one-half of 
German and two-thirds of French production. 
In 1955 their production accounted for one- 
fifth of European industrial output, i.e. two- 
thirds of British and four-fifths of German 
production, which puts them well ahead of 
France. 


(6) For all the period « Germany » means the 1955 territory 
of the Federal Republic. 
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In conclusion, the changes in the contribu- 
tion of each country to European industrial 
production, provided that these figures are 
regarded as purely relative, suggest the follow- 
ing remarks: 

(a) the countries showing the greatest 
increase in their share in industrial produc- 
tion are those which in 1901 were least indus- 
trialised and contributed least to European 
industrial production; 

(b) between 1901 and 1929 the share 
taken by the individual countries in European 
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industrial production underwent a change, as 
though all the relative progress made by 
those countries had been at the expense of 
the United Kingdom’s share. On the other 
hand, between 1929 and 1955, the breakdown 
further changed, in such a way that all the 
relative progress made — including the 
British recovery — seemed to have been at 
the expense of France. Over the whole period 
1901-1955 only one great power, France, suf- 
fered a considerable decline in its share in 
European industrial production. 


CuHapTer III 


DEVELOPMENT OF INDUSTRIAL PRODUCTION BETWEEN 1901 AND 1955 


1. Development of Industrial Production in Western 
Europe. 


Between 1901 and 1955, the volume of 
European industrial production increased four- 
fold; it doubled first between 1901 and 1929, 
and again between 1929 and 1955. 


TABLE 5 


INDICES OF INDUSTRIAL PRODUCTION 
IN WESTERN EUROPE (7) 











(1938 = 100) 
1901 44 | 1932 66 
1907 | 55 1937 102 
1908 54 1938 100 
1913 69 1948 101 
1920 | 55 1951 139 
1921 49 1952 | 141 
| 1929 | 86 || 1955 177 








In this development several phases can 
be distinguished : 

I. 1901-1913: Between 1901 and 1913, the 
increase in industrial production was general 
— i.e. common to all countries — and more 
or less regular from year to year, except for 


(7) The complete indices for all years are given in Table 2. 


a slight recession at the end of 1907. In 
1913 the 1901 level was exceeded by more 
than a half. 


2. 1914-1921: The War, with Europe 
turned into a battlefield, dealt a tremendous 
blow to industrial production. In 1920, two 
years after the Armistice, industrial produc- 
tion was 19°% below the 1913 level; in 1921, 
a violent but shortlived slump brought it 
down to a level scarcely above that of 1901 
and 30°% below the 1913 level. 

3. 1921-1929: During these nine years, 
progress was very rapid (+80% between 
1921 and 1929, +47°% if the reference year 
chosen is 1920 or 1922, rather than 1921, a 
slump year). This progress was much more 
regular than the indices would suggest at 
first sight. The stagnation of the European 
index in 1923 and 1926 is in fact due solely 
to a collapse of production limited in each 
case to a single country and due to special 
factors: in 1923 in Germany (occupation of 
the Ruhr and collapse of the Mark) and in 
1926 in the United Kingdom (coal strike 
lasting several months). For the period as a 
whole, the expansion is particularly marked 
in Belgium and France, weaker in the United 
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Industrial Production in Western Europe and the United States 1901 to 1955 


Kingdom. In 1929, European industrial pro- 
duction was twice that of 1901 and 26% 
above the 1913 level which had been overtaken 
in 1924. 

4. 1930-1932: At the end of 1929 the 
United States set off a world-wide slump 
that was to be exceptionally farreaching and 
exceptionally long-lived. It affected all the 
countries of Europe. Industrial production 
collapsed. In 1932, at the depth of the 
depression, it stood at a level appreciably the 
same as in 1913, i.e. three-quarters that of 
1929. 

5. 1933-1938: The recovery was general, 
though weaker in France and Belgium than 
in the other countries. Europe regained the 
1929 level in 1935 and exceeded it by 18% 
in 1937, when European industrial produc- 
tion reached its pre-war maximum. A new 
recession hit most countries in 1938, causing 
the European index to fall by 2%. 


6. 1939-1947: For the second time in 
twenty-five years, war swept over Europe, 
and in 1944 industrial production was very 
limited in almost all countries. 


7. 1948-1955: European industrial produc- 
tion overtook the 1937 level in 1948 and 
ever since — except for a period of stagnation 
in 1952 — has been increasing at a rapid and 
regular pace. The expansion is general. In 
1955 the volume of industrial production was 
four times that of 1901, twice that of 1929 
and three-quarters above the 1937 level. 


2. Comparative Development of Industrial Produc- 
tion in the Individual Countries of Europe. 


The development of industrial production 
in Western Europe is the sum of developments 
in each of the European countries. National 
developments do not show any fundamental 
divergencies: it is rare to find countries 
which, during a given period, « go against 
the current» of the general movement. 
Nevertheless, though the developments all 
follow the same direction, their proportions 
differ considerably. 
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Unirep Kincpom Tass 6 
INDICES OF INDUSTRIAL PRODUCTION 
IN THE UNITED KINGDOM AND THE REST 
OF WESTERN EUROPE 
(1938 = 100) 

United Rest of | Total | 
Kingdom | Western | Western 

| Europe Europe 

1901 50 | 42 44 

1913 | 68 70 69 
1920 68 50 55 
1921 46 50 48 
1925 | 69 | 73 | nm | 
| 1926 59 76 70 | 
1929 79 gi 86 

1931 68 75 72 

1932 70 65 66 
1937 107 100 102 
1946 I10 n.a. | n.a. 
1948 127 go 101 


1955 179 170 177 


Between 1901 and 1913 the United King- 
dom made less progress than the rest of 
Europe, industrial production increasing by 
only 36°% while that of the rest of Western 
Europe increased by 66%. 

After the First World War, industrial 
production in the United Kingdom in 1920 
equalled that for 1913, while the rest of 
Europe showed a drop of 29°. But in 1921 
the United Kingdom was the only country 
in Europe to be seriously affected by the 
slump, industrial production falling by one- 
third between 1920 and 1921. Industrial pro- 
duction made but slow progress in the years 
which followed: in 1925 it hardly exceeded 
the 1913 level; in 1926 the coal strike paralysed 
many industries for several months and 
production dropped by 15°; in 1929, indus- 
trial production in the United Kingdom 
exceeded the 1913 level by only 17% while 
the rest of Europe was 30°% above (8). 


(8) The drop in production following the world slump 
was less marked in the United Kingdom (—14%) than in the 
rest of Europe (— 28%), the explanation being that the United 
Kingdom had been in a continual state of depression since 1921. 
The deflationary policy pursued since the Armistice to restore 
sterling to its pre-war value (achieved in 1925) hampered the 
expansion of industrial production. 








After the devaluation in 1931, the situa- 
tion changed: while European production 
continued to fall during 1932 (— 12%), United 
Kingdom production imcreased by 2%. 
From 1932 to 1937, the United Kingdom’s 
industrial production progressed by 53%, as 
much as the rest of Europe. In 1937 indus- 
trial production in the United Kingdom 
exceeded the 1929 level by 34°, the increase 
for the rest of Europe being only 10°. The 
1937 level represented an advance of 58% 
over 1913, against 44° for the rest of Europe. 

At the end of the Second World War, the 
level of industrial production in the United 
Kingdom was relatively high compared with 
that in the other countries. In 1946 it was 
2% higher than in 1937, and in 1948 surpass- 
ed this level by one-fifth, the rest of Europe 
being still 109% below it. There was some 
levelling-out in the years which followed, the 
other countries making up lost ground: while 
industrial production in the United Kingdom 
increased by 41°% from 1948 to 1955, in the 
rest of Europe it doubled. Compared with 
1937, the level reached by the United King- 
dom in 1955 (+65%) was lower than that 
attained by the rest of Western Europe 
(+77%), but higher compared with 1929 


(+122% against +94°%). 


GERMANY TABLE 7 
INDICES OF INDUSTRIAL PRODUCTION IN GERMANY 
AND THE REST OF WESTERN EUROPE 


(1938 = 100) 

Rest of Total 

Germany Westera Western 

Europe Europe 
1901 38 47 44 
1913 66 70 69 
1920 39 61 55 
1921 48 49 49 
1923 35 68 59 
1927 72 82 79 
1929 76 g! 86 
1932 45 75 66 
1937 93 105 102 
1938 100 100 100 
1948 52 119 101 
1955 169 179 177 
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Germany went through a remarkable pe- 
riod of expansion at the beginning of the 
century. Between 1901 and 1913 industrial 
production increased considerably more quickly 
than in the rest of Europe (+ 73% compared 
with +64%). In 1913 the volume of German 
industrial production was near to that of the 
United Kingdom. 

After the war, in 1920, industrial produc- 
tion was at the same level as in 1go1, and 
right up to 1927 political and economic 
difficulties kept it well below the 1913 level; 
in 1923, with the occupation of the Ruhr, 
production even fell below the 1gor level. 
Despite a recovery after 1927, industrial pro- 
duction in 1929 was still only 14% higher 
than in 1913. In 1932, at the depth of the 
depression, industrial production was hardly 
higher than in the early years of the century 
and one-third below 1913, while for the rest 
of Europe industrial production never fell 
below the 1913 level. 

In 1933, the recovery began in Germany 
as in the other countries. Starting much 
lower, German industrial production increased 
very rapidly; in 1937, it was 23% above 
the 1929 level, while the increase for the rest 
of Europe was only 15°%. Moreover, in 
Germany alone of the major European coun- 
tries, 1938 was a year of expansion; indus- 
trial production increased by 7°, while for 
the rest of Europe it fell by 5%. 

After the end of the Second World War, 
the period of recovery began much later in 
Germany than in the other countries: in 
1948, when all the other countries had regain- 
ed or surpassed their pre-war industrial levels 
and, taken as a whole, had an industrial pro- 
duction 13° above 1937, industrial produc- 
tion in Germany was scarcely half what it 
had been in 1938. 

From then on, progress was rapid, and 
by 1955 Germany had almost made good the 
1948 leeway and caught up with the rest of 
Europe. Compared with 1929, German indus- 
trial production had multiplied by 2.2, as 
much as in the United Kingdom and rather 
more than in the rest of Europe. 
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FRANCE Tastz 8 


INDICES OF INDUSTRIAL PRODUCTION IN FRANCE 
AND THE REST OF WESTERN EUROPE 


(1938 = 100) 
Rest of Total 
France Western Western 
Europe Europe 
Igor 54 43 44 
1913 89 65 69 
1920 61 55 55 
192! 58 47 49 
1929 121 81 86 
1932 go 63 66 
1937 108 101 102 
1948 108 100 101 
1955 162 179 177 


France enjoyed at the beginning of the 
century a more rapid rate of expansion than 
the United Kingdom and the rest of Western 
Europe. Industrial production in France in- 
creased by 65°94 between 1901 and 1913, the 
increase for the rest of Europe being only 
54%. The War struck a hard blow at French 
industry; in 1920 production was no more 
than 69% of what it had been in 1913, while 
for the rest of Europe, excluding Germany, 
the proportion was 95°%. The 1921 slump 
hit industrial production in France less than 
in the United Kingdom, the drop between 
1920 and 1921 being only 6%, and the reco- 
very which followed was very considerable. 
Between 1920 and 1929 French industrial 
production doubled, while that of the rest of 
Europe increased by only a half. 

Industrial production in France increased 
by 125°% between 1901 and 1929; this was 
more than in the rest of Europe, where the 
increase was only 90% (9). 


(9) During the whole of this period, industrial develop- 
ment in France was favoured by a number of factors. Up to 
1913, colonial expansion and foreign investment gained big 
orders for French industry; after 1919, the requirements of 
reconstruction and a very low exchange rate for the franc, 
which gave French industrial products a commercial advantage 
on foreign markets, also meant large orders, particularly for 
heavy industry. The immigration of nearly 2 million foreigners 
enabled the labour demand to be met. Up to 1929 these factors 
stimulated industrial production and offset the negative element 
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The slump hit France in 1931, later than 
the other countries. Industrial production fell 
by 26%, a similar drop to that in the other 
countries of Europe; but, unlike the latter, 
France « got bogged down» in the depres- 
sion. After 1932, and right up to 1938, indus- 
trial production stagnated at a level below 
— some 10 to 20% below — that of 1929, 
which the rest of Europe regained as early 
as 1935. Im 1937, while production in the 
rest of Europe was 25°% above the 1929 level 
and in the United States had again reached 
that level, industrial production in France 
was still 11° below it. 

Between 1948 and 1955 the increase in 
industrial production was 50° for France 
and 79°, for the rest of Europe (10). French 
industrial production in 1955 was 50% higher 
than in 1937, while the increase for the rest 
of Europe was 77°; it was one-third higher 
than in 1929, that of the rest of Europe 
being more than double (2.2 times), and 
three times as much as in 1901, while for 
the rest of Europe the increase was more than 


fourfold. 


BELGIUM TABLE 9 


INDICES OF INDUSTRIAL PRODUCTION IN BELGIUM 
AND WESTERN EUROPE 


(1938 = 100) 
Belgium Western Europe 

1901 52 44 
1913 77 69 
1929 107 86 
1932 78 66 
1937 III 102 
1948 121 101 
1955 168 177 


Industrial production in Belgium a little 
more than trebled between 1gor and 1955, 


of an inadequate development of the home market, which had 
expanded hardly at all, Framce’s population having remained 
stationary since the end of the roth century. 

(10) Only since 1953 is industrial production in France 
increasing at the same rate as in the rest of Europe. 











while it quadrupled in the rest of Europe. 
Between 1901 and 1929 Belgium made similar 
progress to that of the other countries and 
its industrial production doubled. Very hard 
hit by the slump which continued there 
right up to 1934, Belgium did not regain 
the 1929 level until 1937. After the War, 
Belgian industrial production increased less 
than that of Europe as a whole. The 1955 
level is only 51%, above that of 1937 and 
57°%, above that of 1929. 


NETHERLANDS Tas.s 10 


INDICES OF INDUSTRIAL PRODUCTION 
IN THE NETHERLANDS AND WESTERN EUROPE 














(1938= 100) 
Neiherlands Western Europ: 
_—____—_—____|__ SE, oD SEIS PE 
1925 62 71 
1929 82 85 
1930 89 81 
1937 gi 102 
1938 100 100 
1948 114 101 
1955 202 177 


It is not possible from the data available 
to follow the progress of industrial production 
in the Netherlands from the beginning of 
the century (the first indices calculated start 
at 1925). 1955 industrial production in the 
Netherlands was 3.3 times the 1925 figure, 
for Western Europe as a whole only 2.5 times. 
It seems probable that industrial production 
increased about sixfold between 1901 and 
1955: 

The 1929 slump reached the Netherlands 
later than the other countries (production there 
increased by 8°94 between 1929 and 1930, 
while for Western Europe it dropped by 7%), 
but it continued until 1933. The 1929 level 
was not overtaken until 1938. After the War 
the imcrease in industrial production was 
rapid and of roughly the same order as for 
Western Europe. In 1955 Netherlands produc- 
tion had moge than doubled compared with 
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1930, the peak year before the slump, and 
doubled since 1938, the peack year before the 
Second World War. 


ITALY Taiz 11 


INDICES OF INDUSTRIAL PRODUCTION 
IN ITALY AND WESTERN EUROPE 














(1938 = 100) 
Italy Western Europe 
1901 31 44 
1913 57 69 
= 52 55 
1929 88 86 
1937 101 102 
1948 102 101 
1955 | 196 177 


Italy is one of the countries of Europe in 
which industrial production increased most 
rapidly: between 1901 and 1955, Italian indus- 
try increased the volume of its production 
sixfold. 

Progress was rapid between 1gor and 1913, 
the total increase being 84°9,, while for the 
whole of Europe it was only 56°. The War 
speeded up the development of industrialisa- 
tion in the whole of the peninsula, and in 
1920-21 the level of industrial production, 
though below that of 1913, was less depress- 
ed than in Western Europe as a whole. Be- 
tween 1920 and 1929 the increase in Italian 
industrial production was 69°/,, i.e. more than 
that achieved by Western Europe; between 
1929 and 1937 industrial production increas- 
ed by 15%, rather less than most other 
European countries in the process of indus- 
trialisation. 

Since 1948, when the 1937 level was regain- 
ed, Italian industrial production has increas- 
ed at such a pace that Italy is counted among 
the countries of Europe which have made the 
most appreciable progress compared with pre- 
war. In 1955 the volume of industrial produc- 
tion was almost twice that of 1937, while for 
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the rest of Europe the increase was only 
75°/,. Comparing 1955 with 1929, industrial 
production has increased as much in Italy as 
in the United Kingdom and Germany, and 
slightly less than in the United States. 


SwEDEN, Norway AND DENMARK TaBLe 12 


INDICES OF INDUSTRIAL PRODUCTION IN SWEDEN, 
NORWAY AND DENMARK, AND IN WESTERN EUROPE 








(1938 = 100) 
Sweden Norway | Denmark wanes 
Europe 
I1gOI n.a. 34 n.a. | 44 
1913 44 57 39 69 
1920 42 62 54 55 
1929 65 77 72 86 
1937 99 100 99 | 102 
1948 150 133 130) 101 
1955 187 205 170 177 
The Scandinavian countries — Sweden, 


Norway and Denmark — are, together with 
Italy, the European countries whose industrial 
production expanded most between 1go1 and 
1955 (11): Less hard hit than other countries by 
the 1929 slump, they were able as members 
of the Sterling area to benefit as early as 
1932 by the recovery which followed the 
devaluation of the £, and in 1937 the Scandi- 
Mavian countries were among those whose 
industrial production had expanded most 
since 1929. Progress has continued at a very 
rapid pace since the end of the War. Compared 
with 1929, the volume of industrial produc- 
tion in the Scandinavian countries has multi- 
plied by 2.5, which is a greater increase than 
that recorded not only in the rest of Europe 
put even in the United States. Compared 
with rgo1, industrial production in Sweden 
seems to have increased about sevenfold, that 
in Norway and Denmark about sixfold. 


(11) The low degree of industrialisation at the beginning 
of the period and the fact that production was stimulated by 
the First World War — and in the case of Sweden by the 
Second — could explain this development. 
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AUSTRIA Taste 13 


INDICES OF INDUSTRIAL PRODUCTION IN AUSTRIA 
AND IN WESTERN EUROPE 











Austria Western Europe 
- ED | CE 
1901 (50) 44 
1913 (83) 69 
1929 99 86 
1937 100 102 
1955 220 177 


Industrial production in Austria increased 
by 65°% between 1901 and 1913, i.e. appre- 
ciably more than the European average. But 
after the First World War, when Austria 
was no longer the industrial centre of an 
Empire and political and economic difficul- 
ties there were particularly severe, progress 
was slight: in 1929, the 1913 level was exceed- 
ed by only 19°/, and the volume of industrial 
production in 1937 was still near that of 1929. 
After the Second World War, on the contrary, 
the increase in industrial production in Austria 
was greater than the European average. Over 
the whole period 1901-1955, industrial produc- 
tion in Austria increased fourfold, i.e. the 
same increase as in Western Europe. 


3. Development in the United States. 


At the beginning of the century, the vol- 
ume of industrial production in the United 
States was already the highest of any country 
in the world, though still below the total for 
Western Europe. From igor to 1955 the 
volume of industrial production in the United 
States increased eightfold. It almost quadru- 
pled between 1901 and 1929, and rather more 


_ than doubled between 1929 and 1955. 


The development of production in the 
United States can also be sub-divided into 
several phases, which coincide with those 
observed for Europe and have the same charac- 


teristics. 








TABLE 14 


INDICES OF INDUSTRIAL PRODUCTION 
IN THE UNITED STATES 











(1938 = 100) 
Year | Index Year Index 
— ! —_—-—— —s 
| } 
1901 35 | 1937 127 
1907 51 1938 10o 
crnih «1% 1943 ajo 
1913 66 1948 219 
1918 88 
1949 201 
1920 84 281 
1921 68 1953 6 
1929 } 124 1954 ne 
1932 | 68 1955 291 | 
: 


I. 1901-1913: Between 1go1 and 1913 the 
increase was more rapid than in Europe 
and continuous — apart from the recession 
in late 1907 and 1908 which caused produc- 
tion to drop by 15° between the two years. 
Production was again rising rapidly at the 
end of 1908, and in 1913 exceeded the 1go1 
level by about 88%. 


2. 1914-1921: The First World War pro- 
vided a stimulus to the expansion of United 
States industrial production. 

In 1918, it was one-third higher than in 
1913; in 1920, despite the contraction follow- 
ing the end of hostilities, the increase over 
pre-war was still about -30%. 1921 saw a 
crisis which marked the end of the war boom 
for the United States; industrial production 
fell by 209%, but even at this level was still 
equal to that of 1913, whereas in Western 
Europe industrial production in 1921 hardly 
exceeded the 1gor figure. 

3. Ig21-1929: During this period the in- 
crease in production in the United States was 
of the same order as in Western Europe 
(+83% between 1921 and 1929, + 47% be- 
tween 1920 and 1929). In 1929, the level of 
industrial production in the United States 
was 3.5 times the 1901 figure, a much greater 
advance than in Europe, the difference being 
mainly due to the progress made in the 
United States between 1913 and 1920. 





Banca Nazionale del Lavoro 


4- 1930-1932: A slump of-exceptional grav- 
ity and duration set in in the United States at 
the end of 1929. Industrial production crash- 
ed: in 1932, at the depth of the depression, it 
represented only about half (54%) of the 
1929 volume, i.e. appreciably the same level 
as in 1921 and 1913. 

5- 1933-1938: In 1933 the recovery began; 
it was slower and less pronounced than in 
Europe: the 1929 level was regained in 1937, 
but production fell again in 1938 to 21°, 
below the 1937 level. 

6. 1939-1948: The Second World War 
— like the First — gave a new stimulus to 
American industrial production. In 1944 it 
had doubled compared with 1937 or 1929: 
at the end of hostilities, the changeover from 
a war economy to a peace economy was made 
without a hitch; in 1948, the volume of indus- 
trial production in the United States was 
three-fourths higher than in 1937 and 1920. 

7. 1949-1955: The 1949 recession led to 
only a slight decline (less than 9°) in indus- 
trial production, and recovery was already on 
the way at the beginning of 1950, before the 
Korean War. From then on, production in- 
creased until 1954, when there was a recession 
similar in gravity to that of 1949, but a brisk 
recovery was already apparent in 1955. In 
that year, production reached a level 130% 
higher than in 1937 and 1929, and almost 
eight times higher than at the beginning of 
the century. 


4. Long-Term Trends and the Impact of the Wars 
on the Development of Industrial Production 
in Western Europe and the United States. 


A comparison between the United States 
on the one hand and the whole of Western 
Europe on the other has the advantage of 
weighing in the balance two economic entities 
whose dimensions are of the same order, while 
a comparison between the United States and 
individual European countries contrasts enti- 
ties which are out of all proportion. 
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Industrial Production in Western Europe and the United States 1go1 to 1955 


As the preceding paragraphs have shown, 
except during the war periods, there is no 
fundamental difference between the develop- 
ment of industrial production in the United 
States and that in Europe: the movements 
are in the same direction and the differences 
of degree that may be noted do not at first 
sight seem disproportionate for any of the 
periods considered, particularly when it is 
recalled that the population of the United 
States has increased more quickly than that 
of Western Europe (cf. p. 216). It may be in- 
teresting to consider whether it is possible to 
discern any long-term trends, for the United 
States as for Europe, and if it is, to compare 
these trends. 

Graph III shows the development of indus- 
trial production in the United States since the 
beginning of the 2oth Century. The calcula- 
tion of the mean annual rate of increase cor- 
responding to the development observed for 
the whole period, gives a figure of 3.6%. 
This rate of increase is represented on the 
graph by the straight line (A). This straight 
line, superimposed on the curve for the values 
actually observed, seems to express more than 
a mathematical interpolation. In fact, after 
the greatest upheavals (1914-1918 War, slump 
and Second World War), the points corres- 
ponding to actual industrial production are 
noticeably in line with the straight line A, 
which suggests the existence of a long-term 
tendency. 

It is much more difficult to plot and to 
interpret a similar graph for the development 
of industrial production in Europe. The lack 
of figures for the war and immediate postwar 
periods means that the development observed 
is not continuous. If, despite the « gaps », a 
calculation is made of the mean annual rate 
of increase corresponding to the total increase 
observed, a figure of 2.3% is obtained. If 
this mean rate of increase is plotted on the 
graph, the resulting straight line (B) is less 
steep than each of the straight lines for the 
three trends observed: for each of the three 
periods for which data are actually available, 
the rate of increase is in fact appreciably 
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TREND OF INDUSTRIAL PRODUCTION | 
1901-1955 








UNITED STATES 


WESTERN EUROPE 
PARTIAL TRENDS 





WESTERN EUROPE 
ADJUSTED TREND 


Graph III 


greater than the 2.3°%/ per year calculated for 
the whole period 1901-1955, (see Graph III). 

However, the straight lines representing 
the mean annual rate of increase during each 
of the three periods 1901-1913, 1920-1938 and 
1948-1955 are almost in line, as though each 
of the Wars had thrown out of alignment 
portions of an appreciably regular curve. This 
leads one to wonder whether, by means of 
a calculation eliminating the influence of the 
Wars, it might not be possible to discern for 
Europe — as we did for the United States — 
a rate of increase corresponding to the devel- 
opment observed during the peace-time years 
and pointing to a trend. 

Eliminating the influence of the two 
World Wars amounts to making an assess- 
ment of what the development of European 





202 Banca Nazionale del Lavoro 


industrial production would have been if 
these Wars had not taken place. The simp- 
lest hypothesis is to assume that, during the 
years corresponding to the war and imme- 
diate post-war periods, production would have 
continued to develop at the mean rate for 
the whole of the period preceding the War: 
in other words, to assume that from 1914 to 
1920 industrial production would have devel- 
oped at the mean rate for the years 1901-1913, 
and that from 1939 to 1951 (12) it would 
have developed at the mean rate for the years 
1901-1938 (13). These hypotheses are obviously 
arbitrary. They may, however, be retained 
in view of the relative parallelism of the 
straight lines representing the development 
in the three periods observed and by analogy 
with what actually happened in the United 
States where, after the Wars, the levels of 
industrial production came back into line 
with the « trend ». 

The calculations made then lead, after 
eliminating the influence of the war periods, 
to a mean rate of increase in European indus- 
trial production of 3.4% per year. The 
straight line (C) which represents this rate 
seems indeed to reflect a long-term trend 
disturbed by the two World Wars. 

The rate of increase of industrial produc- 
tion in Western Europe (3.4°/) after elim- 
inating the influence of wars, does not differ 
greatly from that found for the United States 
(3.7%). It is true that the cumulative in- 
crease leads in the long run to differences 
which are by no means negligible: in 55 
years the American rate corresponds to a 
multiplication by 7 of the initial volume of 
production, while the European rate means 


(12) In addition to the War and immediate post-War years 
(1939-1947), the years 1948-1951 have been eliminated. During 
this period the industrial production of Western Europe increas- 
ed very rapidly, 38% in four years, but this expansion may 
be very largely attributed to an exceptional factor: Marshall 
Aid. Marshail Aid enabled the countries of Europe directly or 
indirectly to devote to reconstruction and productive investment 
a part of their resources which otherwise would have had to 
pay for imports of goods for immediate consumption (wheat, 
coal, textile fibres etc.). 

(13) Obviously after allowing for the influence of the 1914- 
1918 War. 


a multiplication by only 6. But this diver- 
gence would disappear if the increases in 
population were taken into account, i.c., if 
the increase in industrial production per head 
were considered (cf. p. 221). 

Europe’s falling-behind then seems mainly 
to reflect the impact on European industry 
of the two Wars, much more than a funda- 
mental difference of trend in the expansion 
of industrial production over the periods con- 
sidered. 

It should be noted that the disparity be- 
tween developments in Europe and in the 
United States reflects rather the falling-behind 
of Europe during the Wars than an intrinsic 
advance by the United States. It is true that 
industrial production in the United States 
during the 1915-1918 and 1941-1945 periods 
was well above the level calculated from the 
3.69 mean annual rate of increase, but after 
each of the Wars production came back into 
line with the « trends ». 


5. The Impact of the Wars on European Industrial 
Production. 


In both 1920 and 1948, industrial produc- 
tion in Europe was rather more than one-third 
below the level it would have reached if it 
had followed the trend. In other words, the 
percentage droop attributable to the war period 
was much the same for both World Wars. 

There was, however, a fundamental dif- 
ference in the development of industrial pro- 
duction after each of the two Wars. After 
the First World War, European industrial 
production did not make good the hypothe- 
tical back-log: production levels in 1929 and 
1927 (the two peaks of the inter-war period) 
are 68°/ and 60° respectively of the value 
which would result if the «trend» were 
extrapolated from 1913: the disparity in 1929 
and 1937 thus remains hardly less than that 
ebserved in 1920. 

After the Second World War, on the 
other hand, a very rapid increase in indus- 
trial production enabled Europe to make up 





Industrial Production in Western Europe and the United States 1g01 to 1955 


the hypothetical back-log due to the War: 
industrial production in 1955 reached 98° 
of what it would have been if the « trend » 
had actually continued from the levels of 
1937 and 1938 [see Graph III, line (D)]. 


TABLE 15 


INDICES OF INDUSTRIAL PRODUCTION 








EE == ) 
Actual Indices on mnt ‘ame 
Indices (a) Indices 
1901 100 100 190 
1913 155 153 101 | 
1920 125 196 64 | 
1929 196 288 68 
1937 231 100 334 100 69 100 | 
1949 230 100 482 146 48 68 | 
1955 qoo 174 591 177 68 98 


(a) Indices estimated on the basis of the trend after allow- 
ing for the effect of the Wars. 


The above conclusions are, of course, 
highly conjectural. Since there is no way of 
assessing the precise effect of the World Wars, 
the percentages shown are merely rough 
approximations which nevertheless seemed 
worthwhile. 

** * 


The following Table summarises the re- 
marks made above concerning the individual 
countries of Europe and shows the compara- 
tive development of their industrial produc- 
tion. The countries are arranged in order 
according to increase in industrial production 
between 1901 and 1955. 

Over the period 1901-1955 industrial pro- 
duction increased more in the United States 
than in any other country we have examined: 
during those 55 years the volume of industrial 
production increased eight-fold in the United 
States and four-fold in Western Europe. If 
the two periods 1901-1929 and 1929-1955 are 
studied separately, it will be seen that the 
expansion in United States industry outstripp- 
ed that in Western Europe during the first 
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Taste 16 
INCREASES IN INDUSTRIAL PRODUCTION 
| 1929 1955 | 1955 
if 1901 =1)if 1929 =1)if 1901 =1} 
RE et 
} 
| United States 3-5 2.3 8.3 
Sweden (2.4) 2.9 (7-0) | 
| Italy 2.9 2.2 6.5 | 
| Netherlands . (2.4) 2,5 (6.0) 
Norway 2.3 2.7 6.1 | 
Denmark. . . (2.5) 2.3 (5-8) 
Germany (F.R.) 2.0 2.2 4-4 
Austria 2.0 2.2 | 4-4 
Western Europe 2.0 2.0 4-0 | 
United Kingdom . 1.6 2.2 3-5 
Belgium 2.1 | 1.6 3-3 
France . 2.2 1.3 3-0 


period only; industrial production in the 
United States then increased to the extent of 
being multiplied by 3.5 as against 2 in West- 
ern Europe. Between 1929 and 1955 the 
increase was higher in the United States than 
in Western Europe because of the slight pro- 
gress made by France: excluding France, the 
average for Western Europe would be the 
same as that recorded in the United States. 
In fact, several European countries (Sweden, 
the Netherlands and Norway) made greater 
progress between 1929 and 1955 than the 
United States. 

Inside Western Europe there are marked 
differences in the increases in industrial pro- 
duction achieved between 1901 and 1955 by 
the various countries. Sweden — one of the 
few European countries not directly engaged 
in either of the two World Wars — takes 
the lead with a total increase not very much 
below that of the United States. Italy, the 
Netherlands, Denmark and Norway show 
increases much above (40°, to 60°/ above); 
the European average. Germany, Austria the 
United Kingdom and Belgium increased by 
about that average, and France by consider- 
ably less (— 25°). 

Between 1901 and 1929, as between 1929 
and 1955, almost every country at least doubl- 
ed its industrial production. The exceptions 
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are the United Kingdom during 1901-1929 
and France and Belgium during the period 
1929-1955. These three countries are the only 


ones which, for the whole of the period 1go1- 
1955, show an increase below the average for 
Western Europe. 


Cuapter IV 


STRUCTURE OF PRODUCTION IN THE MANUFACTURING INDUSTRIES 


Industrial production has been defined as 
production resulting from the following three 
activities: mining and quarrying, production 
of electricity and gas, and manufacturing. 

Production in the first two activities de- 
pends to a large extent on the natural re- 
sources of territories. It is true that the 
concept of « natural resources » is constantly 
changing, but present « natural resources » 
still seem very unequally distributed and are 
not everywhere uniformly easy to work. 

If mining output in the United States 
greatly exceeds that in Europe, this is largely 
because the former’s resources are more ex- 
tensive and easier to work. During the whole 
of the period covered by this study, the ex- 
pansion of mining production in Western 
Europe was only 70°, while in the United 
States there was a fivefold increase. The 
rigidity of European mining production robs 
any comparison with the United States of 
much of its significance; comparisons between 
the countries of Europe would have even less 
point. 

It is hardly possible either to make com- 
parisons covering combined production of 
electricity and gas. In 1955 electricity produc- 
tion in the United States was more than 70°/, 
higher than the overall figure for Western 
Europe; as for production of manufactured 
gas, a comparison between Europe and the 
United States would mean very little in view 
of the importance for the United States of 
the exploitation of its natural gas resourc-" 
es (14). 

(14) Detailed comparative data, not only for the United 
States but also for Western Europe and the individual countries 


For the manufacturing industries, on the 
other hand, whose location was strongly in- 
fluenced in the 19th century by the presence 
of certain raw materials (particularly coal and 
iron), this is no longer such a decisive factor. 
The location of natural resources, though still 
an appreciable factor in the metal industries, 
has little effect nowadays on the development 
of the processing industries which account for 
the major part of the volume of manufactur- 
ing output. The development of the pro- 
cessing industries reflects above all the eco- 
nomic vitality of the various countries now 
that the extension of transport and the volume 
of trade enable industry — previously mainly 
confined to processing national resources — 
to obtain supplies from the whole world. 
Europe, poor in raw materials, uses the re- 
sources both of its Overseas Territories and 
of other countries to meet the requirements 
of its manufacturing industries; even the 
United States, despite its natural wealth, tends 
increasingly to rely on imported raw mate- 
rials for its manufacturing needs. 

It is thus by analysing the volume and 
development of the manufacturing industries 
— which represent between 85°, and 90%, 
according to the country (15), of total indus- 
trial production — that we can best bring 
to light the real differences in economic ex- 
pansion between the various countries, and 


of Europe, are given in « Industrial Statistics 1901-1955 » pu- 
blished by the O.E.E.C. and in Annex 2 to this study. 

(15) For Western Europe as a whole, manufacturing ac- 
counts for 87%, total industrial production; the percentage in 
the United States is about go%. 
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the relative contribution they have made to 4. Manufacture of metal products; 
world economic development. 

The expression « manufacturing » is attri- 
buted to a wide range of industries which 
have followed very different developments. 
For the requirements of this study, manu- 


facturing has been sub-divided into six sec- 


tors (16): 1. Structure of Manufacturing Production in Western 
1. Food, beverage and tobacco manu- Europe and the United States. 
factures; 

2. Manufacture of textiles; Tables 17 and 18 Pampas the structure 
of manufacturing production in Western Eu- 
rope and the United States, as well as the 

' changes in structure which have occurred 
ind i as ind yes miner over a period of time. In both of these Tables 
p. 223). the figures refer to 1901, 1913, 1929, 1937 and 


5- Manufacture of chemicals and chem- 
ical products and products of coal 
and petroleum; 

Other manufacturing industries. 


3. Basic metal industries; 


VOLUME OF PRODUCTION IN THE VARIOUS SECTORS OF MANUFACTURING TABLE 17 
(European manufacturing production in 1955= 100) 





United States 


Western Europe | 
fF 31955 


1955 | 1937 1913 | 1901 1937 1929 = 1914 | «1899 





25 68 35-5 19 
9-5 7 |. 8 

75; 65 4 
7 | 3-5 1.8 
4:5 1.7 


Basic metal 
Metal products 
Chemicals . 2 1 


St an ee . 11 


SHARE OF EACH SECTOR IN TOTAL MANUFACTURING PRODUCTION 
(Percentages) 


Western Europe United States 








1955 1937 1929 1913 Igo! 1955 1937 1929 1914 | 1899 
tes nine . casted me | aed S . 





| 
Manufacturing . . . . | 100 100 100 100 100 1oo | | 100 


Bete ark wicei» « 15 19 11 15 


| 


14 24 
Tete hte. Kiss? 12 18 8 12 11 


Oat mat. os 10 | ¢ a 9 9 10 
Metal products . . . . 28 ae a 41 31 | 33 


Ges... eS 10 | 6 13 10 8 





Gi. o-3%s ae 8 25 | 24 18 23 24 
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1955 which marked the successive « peaks » 
of production in both Western Europe and 
the United States. 

Table 17 compares volumes of production. 
For each year, the volume of production in 
manufacturing industries. as a whole and in 
each sector is expressed, for both Western 
Europe and the United States, as a percentage 
of the total volume of production in all man- 
ufacturing industries in Western Europe in 
1955, which has been taken as an interna- 
tional unit. 

Table 18 shows, for Europe and the United 
States, the share of each sector in total man- 
ufacturing production in each of the years 
considered. 

A comparison of the volume of produc- 
tion, both in manufacturing industries as a 
whole and in the individual sectors, shows 
that the volume of production in the United 
States in 1955 was distinctly higher in every 
case than that in Europe. On the other hand, 
the share of each sector in total manufactur- 
ing production in 1955 was more or less the 
same on both sides of the Atlantic, with the 
exception however of the metal products sec- 
tor whose share was appreciably greater in 
the United States than in Europe. 

The breakdown of production between the 
various manufacturing sectors (see Table 18) 
showed much the same development in the 
United States and in Western Europe during 
the period under review. In both cases, the 
relative importance of the food and textiles 
industries declined considerably between 1901 
and 1955: these two sectors accounted in 
1901 for 47°, of manufacturing production 
in Europe and 44% in the United States; in 
1955 the proportion had fallen to 21 and 19°/ 
respectively. The share of the basic metal in- 
dustries remained fairly constant in both the 
United States and Europe. The share of the 
metal products and chemicals industries rose: 
in IgoI it represented 21°/ of total manufac- 
turing production in Europe and 15° in the 
United States; in 1955, 48°, and 54% res- 
pectively. 


A study of the volume of production, of 
its breakdown between the various sectors and 
of the development thereof suggests the fol- 
lowing remarks: 


Food, beverage and tobacco manufactures. 
The volume of production in this sector in 
the United States exceeded that in Western 
Europe by more than one-third. 

Between 1901 and 1905 the volume of 
production in this sector doubled in Western 
Europe and quadrupled in the United States. 
The increases were less than those for manu- 
facturing as a whole, so that the share of 
this sector in manufacturing production de- 
clined both in the United States and in 
Europe, and to much the same extent: from 
very nearly a quarter in 1gor it had fallen 
by 1955 to no more than one-eighth. 


Manufacture of Textiles. In 1955 the 
volume of textiles production in the United 
States was three-fifths more than in Europe. 
The situation differs widely according to the 
textiles branch considered: Western Europe 
has a bigger woollen industry than the United 
States, while the reverse is true of cotton. 
In the case of artificial textiles, Europe is 
ahead of the United States for staple fibre 
but is behind for rayon; for the new non- 
cellulose synthetic textile fibres, on the other 
hand, the United States has a big advance 
over Europe. 

The volume of textiles production has 
increased by more than a half (+60°) in 
Europe since 1901, while in the United States 
it has increased more than threefold. 

The share of textiles in total manufactur- 
ing production, however, was the same in 
1955 in both Western Europe and the United 
States; in each case, the share of textiles in 
total manufacturing fell sharply between 1901 
and 1955. Textiles underwent the sharpest 
relative decline during the period considered : 
from 20°, at the beginning of the century, 
they had fallen by 1955 to only 8% of the 
total. 
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SHARE OF EACH SECTOR IN TOTAL MANUFACTURING 
PRODUCTION 
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Basic metal industries. The volume of 
United States production in this sector sur- 
passed that of Western Europe by more than 
60% in 1955. Between 1gor and 1955 the 
volume of basic metal production increased 
fivefold in Western Europe and ninefold in 
the United States. 

The relative share of the basic metal in- 
dustries in manufacturing production remain- 
ed fairly constant for all the years considered : 
g to 10% in both Western Europe and the 
United States. This relative stability is all 
the more noteworthy as it applies to the 
sector that reacts most quickly and most 
sharply to variations in the general economic 
situation: during periods of depression the 
sharpest drop in production is to be found 
in the basic metal industries. In 1932 for 
instance, at the depth of the depression, when 
total manufacturing production had fallen by 
25°% since 1929 in Europe and by almost 50°, 
in the United States, the drop in the basic 
metals sector reached 45°, and 75° respec- 
tively. Similarly, between 1951 and 1952 
manufacturing production increased by 1% 
in Europe, while metal production fell by 
4%; between 1953 and 1954 manufacturing 
production in the United States fell by 7% 
and that of the basic metal industries by 


18%. 


Manufacture of chemicals and chemical 
products. The volume of United States pro- 
duction in this sector was higher by more 
than a half (+55°%) in 1955 than that of 
Europe. 

Between 1901 and 1955 chemicals produc- 
tion multiplied 10 times in Europe and 23 
times in the United States. To this progress 
corresponds a considerable increase in the 
share of the chemicals industry in total ma- 
nufacturing production: in both Europe and 
the United States, chemicals, which in 1901 
accounted for only 1/2oth of the total, have 
trebled their importance. 


Manufacture of metal products. In the 
metal products sector, the volume of produc- 


tion in the United States was double the cor- 
responding figure for Europe in 1955. This 
is therefore of all the manufacturing sectors 
the one in which there is the greatest dif- 
ference between the total volume of produc- 
tion in Western Europe and that in the 
United States. 

This is the sector in which, between 1901 
and 1955, the greatest progress was made in 
the ‘United States: its production increased 
by about 4o times. Over the same period the 
production of metal products industries in 
Europe increased eightfold, a rate of increase 
lower than that of the chemicals industry. 

The share of metal products in total ma- 
nufacturing production in 1955 was 41% in 
the United States, compared with only 34% 
in Europe. Thus, while the share in total 
manufacturing production of each of the 
sectors previously considered was more or 
less the same on both sides of the Atlantic, 
there is a considerable difference for the 
engineering industries; their share in total 
manufacturing production is 1/5th greater in 
the United States than in Europe (17). 

There seems in fact to be a close relation- 
ship between the relative positions of the 
metal products industries in the United States 
and in Europe and the relative positions of 
total manufacturing production in the two 
countries. If, for the various years, the dif- 
ferences observed in these two fields between 
the United States and Western Europe are 
considered, it will be seen that progress in 
the metal products industries is largely res- 
ponsible for the fact that United States ma- 
nufacturing production first caught up with, 
and then overtook, that of Western Europe. 

The above table shows that, while manu- 
facturing production in the United States was 
66% greater in 1955 than it was in Europe, 
half of the difference is accounted for by the 
United States’ greater volume of production 


(17) This difference is largely offset by the « other manu- 
facturing industries » which are less important in the United 
States. 








Cae 
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in the metal products industries. Similarly, 
the increase in production of United States 
engineering industries between 1901 and 1955 
largely explains how United States industrial 
production, which was below that of Europe 
iN 1901, now exceeds it. 

TABLE 19 

VOLUME OF PRODUCTION IN UNITED STATES 


AND WESTERN EUROPE . 
(Manufacturing production in Western Europe in 1955= 100) 

















—o—————SS-_— ————— 
Manufacturing Production of Metal 
Production Products 
| United | Diffe- | United | | Diffe- 
| States | Europe} rence | States mes rence 
aed Weel ee prethe—prt 
1955 | 166 100) + 66 | «68 34 | + 34 
1937 69 ; 58 |} +11]| a 16 | + § 
| 1929 68 50 +18 22 13 |.+ 9 
t913 35 49 |— § 455 ,i—=35 
1901 19 25 — 6 1.7 Side 2 
| 


Developments in manufacturing being 
practically identical with developments in 
total industrial production, it can be seen 
that the United States’ superiority is chiefly 





accounted for by the dynamic nature of pro- 
duction in the metal products sector which 
is largely made up of equipment industries. 


2. Structure of manufacturing Production in the 
Major European Countries. 


The manufacturing production of Western 
Europe, like total industrial production of 
which it represents about 87°/, is very un- 
evenly distributed among the various coun- 
tries. The structure of manufacturing produc- 
tion too, ic. the breakdown of production 
between the various industrial sectors, differs 
appreciably according to the country consi- 
dered. 

Table 20 compares the absolute volume of 
manufacturing production — overall and by 
sectors — in the major countries in 1955, 
expressed as a proportion of the total volume 
of manufacturing production in Western Eu- 
rope in 1955, taken as an international unit. 
Table 21 shows for each country the break- 
down of manufacturing production between 
the various sectors. 














TABLE 20 
VOLUME OF MANUFACTURING PRODUCTION, OVERALL AND BY SECTORS, 
IN THE MAJOR EUROPEAN COUNTRIES IN 1955 
(Total manufacturing production in Western Europe in 1955= 1,000) 
West. pone Ger- Bel- |Nether-| Swe- Den- | Aus- 
| King- | France Italy : Norway . Others 
Europe many gium | lands’ den mark _tria 
| dom 
| | 
| Manufacturing. . . . . . | 1,000 300 =. 233 144 86 42 39 41 13 14 23 65 
me gs ge ae Sas 131) 42 27 11 II 6 8 5 ets - 2 13 
| Par ae ee 82 18 16 13 10 5 4 2 I 
fe ae ee 99 23 21 14 10 7 2 2 I 
| eee 337. «114 84 52 





| 
| 
17 13 16 16 } "3 | 
| 
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Tas.e 21 
STRUCTURE OF MANUFACTURING PRODUCTION IN WESTERN EUROPE 
AND IN THE MAJOR EUROPEAN COUNTRIES IN 1955 
(Manufacturing production in each country = 100) 
West, sana 3er- Bel- |Nether- Swe- |. | Den-  Aus- 
King- | France| Italy . Norway| < Others 
Europe | | many gium | lands | den mark tria 
dom | 
, | 
; Manufacturing. . . . . . 100 | 100 | 100 100 100 100 100 100 100 100 100 100 | 
ee. Se ane es ee 13 14 | ILS 7-5 12 13 20 13 17-5| 31 | 105 20 
Pe ee, eg Me et Big, 9 11.5 12 10 4 5 7.5 | 11.5 14 
| Basic metals . . . . . . 9! 75! 9 9-5) 11.5, 16 5 5.5 5 0 19 9 | 
vi 
eee ee 34 | 38 36 36 20 34 41 39-5 25-5 30 29 17 | 
Ess os Bie 6 fe 2 14 | 12.6 | 145) 13-5| 29 15 12 6 15.5 6.5 9 14 
| | ee 22 22 22 24.5 16 10 12 32 31-5 25 21 26 


ee 


Table 22 shows each country’s share in 
European production in the various manu- 
facturing sectors in 1955. The figures in this 
Table give an idea of the concentration or 
dispersion of production in the various sectors 
within Western Europe. 

Developments over time in the structure 


of manufacturing production in each country 
are reviewed in the following paragraphs 
which deal with the situation in each manu- 
facturing sector. Tables 23 to 28 show, for 
1901, 1913, 1929, 1937 and 1955, the share of 
the sector considered in total manufacturing 
production in each country. 


TaBLe 22 


EACH COUNTRY’S SHARE IN EUROPEAN PRODUCTION IN THE VARIOUS MANUFACTURING SECTORS IN 1955 


(Volume of European production in each sector in 1955=1,000) 





Total manu- | 











: eosal | Basic metal Metal | . Other manu- 
, Food Textiles ° ? Chemicals ; 
facturing industries products facturing 

ae aoe ciatiatigadienimseatis 
Western Europe . . . . . 1,000 1,000 1,000 | 1,000 1,000 1,000 1,000 
United Kingdom. . . . . 300 321 208 ..,1 256 338 259 304 
ee. ee ee 233 206 195 233 249 238 235 
, -lML CR Rat td | 144 84 159 156 154 | 140 157 
Bee Mrs. at), 86 84 122 111 50. | 175 60 
ROR Ga sok @! eo] 42 46 61 78 39—CiCWY| 42 23 
ee es el TS 39 61 49 22 47 35 18 
Ose hs asker of) ted 41 38 20 22 47 14 65 
Norway . 2 seuretvetcam | 13 15 12 11 9 | 14 18 | 
Detathe wend avecs-.. 04 14 31 12 eo] 12 | 7 18 
AMES - Foes se ws 23 15 37 44 ars 14 23 
OS a ee 65 | 99 


113 67 34 | 62 79 





(a) Food, beverage and tobacco manufactur- 
ing. 


TABLE 23 


SHARE OF THE FOOD, BEVERAGE AND TOBACCO 
INDUSTRIES IN TOTAL MANUFACTURING 


(percentage of each country’s manufacturing production 
for each year) 





1955 1937 1929 1913 gee 


| 


| 


Western Europe . 13 15 16 19 27 
| United Kingdom . 14 16 18 20 27 
Germany . . . | 11 14 16 | 19 29 
ae - we 8 10 9 | 17 
ae ee ee 14 15 | 16 20 
Belgium . . . . 13 18 18 | 23 35 
Netherlands. . . 20 34 — | 2 51 
Sweden .... 13 14 17 16 23 
ae Ot 11 16 S| a 25 
| Norway ... . 18 22 7 i 30 
| 
| 


Denmark .. . 31 30 31 | 44 53 





In six of the countries considered, the 
share of this sector is not very different from 
the European average, i.e. 1394. However, 
Denmark, the Netherlands and Norway on 
the one hand and France on the other are 
very far from this average (above in the 
first case and below in the second), but these 
special situations can easily be explained. 
Denmark, the Netherlands and Norway spe- 
cialise in producing manufactured foodstuffs, 
particularly for export, and have therefore 
developed their food industries more than the 
other countries; the share of these industries 
in total manufacturing production thus reaches 
31% in Denmark, 20% in the Netherlands 
and 12° in Norway (18). France, on the 
other hand, is distinctly below the European 
average, the share of food manufacturing in 
total manufacturing being only 8%, despite 
natural conditions highly favourable for agri- 
cultural production. 

In all the countries, the relative import- 
ance of the food, beverage and tobacco indus- 
tries fell by almost a half between 1901 and 


(18) In 1954, food accounted for 70% of Danish, 


30% of Netherlands and 20% of Norwegian exports. 
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1955. This is the result not of any decline 
in the volume of production in these indus- 
tries, which in fact doubled in Western Eu- 
rope between 1901 and 1955, but of the much 
greater progress made in the other manufac- 
turing sectors. 


(b) Manufacture of textiles. 
TABLE 24 


SHARE OF TEXTILES IN TOTAL MANUFACTURING 
(percentage of each country’s manufacturing production 
for each year) 








| 1955 | 1937 | 1929 | 1913 | r901 








7 12 13 


Western Europe .| 8 12 14 18 20 
United Kingdom .| 6 11 12 19 16 
Germany .. . 7 8 10 13 17 
weeees. ww eo eo] | 14 14 1g 27 
ae ss = an 29 | «38 40 
Belgium . . . .| 12 | 16 | 19 19 | 18 
Netherlands. . ./| 10 15 15 19 | 21 
| Sweden . . . . 4 6 | 6 7 | 9 
Austria . . . .j| 12 22 | 22 22 26 
Norway . cin a 6 5 7 9 
Denmark .. . 8 8 | 


The share of textiles in total manufactur- 
ing production in 1955 differs considerably 
from country to country. These differences 
seem to result chiefly from the following 
factors : 


(a) the degree of industrialisation: the 
relative importance of textiles industries de- 
clines in proportion as industrialisation pro- 
gresses; 


(b) the place of textiles in external 
trade: textiles industries are more highly 
developed in countries where textiles play a 
more important part in the export trade (19). 


The sharp decline between 1901 and 1955 
in the share of textiles in total manufacturing 


(19) In 1954 the percentage (in value) of manufactured 
textiles (yarns and fabrics) in total exports of the countries given 
in Table 24 was as follows: Western Europe 9.1%, United 
Kingdom 12.2%, Germany 5.1%, France 11.9%, Italy 16.1%, 
Belgium 12.7%, Netherlands 8.1%, Sweden 0.8%, Norway 
0.4% and Denmark 1.1%. 
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production is also attributable to the influence 
of the above-mentioned factors. On the one 
hand, all the European countries were much 
more highly industrialised in 1955 than in 
1g01, and on the other hand, the increasing 
industrialisation of the non-European coun- 
tries has robbed European textiles of a very 
large part of their 1901 foreign markets (20). 
The expansion of Europe’s internal market 
between 1901 and 1955, due to both the in- 
crease in population and higher consumption 
of textiles per head, offset the decline in ex- 
ports, so that the European textiles industries 
in 1955 had a volume of production higher 
by one-half than in 1901. This development 
was of course accompanied by marked changes 
in the internal structure of the textile industry. 


(c) Basic metal industries. Tanz 25 


SHARE OF THE BASIC METAL INDUSTRIES 
IN TOTAL MANUFACTURING 
(percentage of each country’s manufacturing production 


for each year) 





1955 | 1937 | 1929 | 1913 | I901 


| Western Europe . 9 10 10 10 











7 

| United Kingdom .| 8 8 7 | 7 - 
Germany .. . 9 12 12 13 9 

| ees Te 10 10 11 II 7 
Din. » » so) £6 4. oe 10 7 5 
Belgium . .. . 16 19 19 18 II 
Luxemburg . 64 64 68 62 44 
Netherlands. . . 5 | 3 2 — —_ 
Sweden . . . . & bi ¢ 5 8 | 6 
a 19 oe 12 13 10 
Norway... . . 4 4 . .: a 














In 1955 the share of the basic metals sector 
in total manufacturing production in the 
major industrial countries of Western Europe 
(United Kingdom, Germany and France), 


(20) It is precisely with the textiles industries that the non- 
European countries have begun their industrialisation, as they 
require only relatively little investment and a not very skilled 
labour force. At the same time they meet essential requirements 
of the population. 


5 


was very nearly the same and corresponded 
with the European average, i.e. 9°. 

The particular importance of this sector 
in Belgium (twice the European average) and 
Luxemburg (where the basic metals sector 
alone represents two-thirds of manufacturing 
production) is explained by the existence in 
both countries of an iron and steel industry 
— and in Belgium of a non-ferrous metals 
industry too — chiefly directed towards the 
export trade (21). 

In Austria, owing to the recent develop 
ment of steel and non-ferrous metal (mainly 
aluminium) producing industries, the share 
of basic metal industries in industrial produc- 
tion is also greater than the European average. 

In the United Kingdom the relative im- 
portance of the basic metals industry has 
remained practically constant since 1901; for 
Western Europe as a whole, as for France, 
Belgium, Luxemburg and Sweden, the share 
of this industry in manufacturing production, 
after a sharp increase between 1901 and 1913, 
has not appreciably varied since. Thus we 
find inside Europe the same relative stability 
of the basic metals industry already noted in 
the comparison between Western Europe and 
the United States. 

Countries in the process of industrialisa- 
tion — such as Italy, where the share of basic 
metal industries increased till 1929, or the 
Netherlands, where this share is still increas- 
ing — are exceptions to this rule. 


(d) Manufacture of metal products. 


The metal products industries were the 
largest manufacturing sector in 1955. For 
Europe as a whole and for each individual 
country of Europe, this sector acounted for 
about one-third of manufacturing production; 
the only exception was Italy, less industria- 


(21) In 1954, the Belgium-Luxemburg Economic Union 
exported nearly two-thirds of its crude steel production in 
the form of steel products. In the same year Belgium exported 
80%. of the copper, 70% of the lead, and 60% of the zinc 
refined by its metal industry. 
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Taste 26 
SHARE OF THE METAL PRODUCTS INDUSTRIES 
IN TOTAL MANUFACTURING 


(percentage of each country’s manufacturing production 
for each year) 

















| 1955 | 
—|———| 2 

Western Europe .| 34 | 
| United Kingdom . | 38 
_Germany ...| 36 | 30 | 26 | 26 | 17 | 
| Frame . .../| 36 | 42 35 | 31 19 | 
lly . 2... .| 20 | a9 | 17 | 12 7 | 
| Belgium. . . -| 34 27 | 27 24 | 20 | 
Netherlands. . .| 41 | 23 | 31 | 28 | 5 | 
| Sweden... ..-'| 39 34 | 3! 29 ar | 
| Austria. . . . 29 21 | 22 | 19 14 
| Norway... . 26 24 22 20 17 
| Denmark .. . 30 25 Si say oy 


lised than the other countries mentioned in 
Table 26, and whose metal products industry 
provided only 20° of manufacturing pro- 
duction. This sector also showed itself be- 
tween 1901 and 1955 to be one of the most 
dynamic: in every case its relative importance 
was at least doubled. In the countries of 
Europe, as in the United States, the progress 
of the metal products sector is the main factor 
in the progress made in manufacturing indus- 
tries as a whole. 

The trend of the metal products industries 
and of their share in manufacturing can, in 
view of the sector’s key importance, easily be 
compared with the trend of industrial pro- 
duction as a whole. In France the share of 
the metal products industries in manufactur- 
ing showed no increase between 1929 and 
1955, and it is precisely in that country that 
the least progress was made over the same 
period in total industrial production. Con- 
versely, an appreciable increase in the share 
of the metal products industries is always 
accompanied by a big increase in total indus- 
trial production, as is well illustrated by the 
examples of the United Kingdom between 
1929 and 1955, Italy between 1go1 and 1955, 
France between 1go1 and 1929. 


(e) Manufacture of chemicals and of products 
of coal and petroleum. 


TABLe 27 


SHARE OF CHEMICAL INDUSTRIES 
IN TOTAL MANUFACTURING 
(percentage of each country’s manufacturing production 
for each year) 




















| i 
1955 | 1937 | 1929 | 1913 | 1901 | 
| 
4 + | cre, b Eaeeas F 
| Western Europe 14 | 10 | 10 6 5 
| United Kingdom . 2 | 7 o~, 6 6 | 
| Germany bo agi Sati sa | 12 6 yxg ¥ 
| France . . . «| 14 | at 10 6 | 6 | 
Dees « «5 6 1 ie 18 13 2 le | 
| Belgum . . . . 15 11 9 7 6 | 
| Netherlands. . . = 12 8 7 4 $4 
| Sweden . . . 6 erhow 3 2 
| Austria... . 9 a 8 7 4 
See 15 10 9 7 2 
Denmark . . . 7 8 7 5 4 


The chemical industries’ share in manu- 
facturing production in 1955 did not differ 
greatly from the European average (14°/,) in 
the majority of countries. Italy on the one 
hand, and Sweden and Denmark on the 
other, are the exceptions to this rule, the 
former being well above the average and the 
latter well below. Italy, with her great oil 
refineries, her exploitation of natural gas and 
her powerful artificial textiles industry, has 
a chemical industry well in advance of the 
general level of industrialisation in the coun- 
try; hence the large contribution — about 
30% — of this sector to total manufacturing 
production (22). On the other hand, in 
Sweden and Denmark, where industries based 
on coal and petroleum derivatives are very 
small, the chemical industry’s share is only 
one-half of the European average. 

Though smaller than the metal products 
industries, the chemical industries are the 
most dynamic sector in Western Europe; their 


(22) The increase in the chemical industry’s share in Italian 
manufacturing production practically corresponds, between 1913 
and 1937, with the development of artificial textiles and, be- 
tween 1937 and 1955, with the devclopment of oil refining, 
natural gas and their derivatives. 
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volume of production increased tenfold be- 
tween igor and 1955. Inside the chemical 
industries, developments have been appre- 
ciably different in the various branches: 
« conventional » chemistry, built around sul- 
phuric acid, has become relatively less impor- 
tant in view of the rise of artificial textiles 
and the chemistry of coal products and also, 
in recent years, as a result of the expansion 
of oil refineries and petroleum chemistry. 


** * 


Although throughout this Chapter we 
have pointed to the differences in the situa- 
tion of the various countries, it is nonetheless 
apparent that the trends everywhere have 
followed — and continue to follow — the 
same lines, and mostly in the same propor- 
tions. 

Manufacturing production has everywhere 
increased; the sectors which have increased 
or diminished in importance are everywhere 
the same. The broad outline of the trend in 
manufacturing industries in Europe and the 
United States is roughly as follows: increase 
in total production, chiefly reflecting increased 
production in the metal products and che- 
micals sectors. Corresponding increase in the 
share of these two sectors, at the expense 


of the textiles and food industries; relative 
stability of the basic metal industries. The 
characteristics of this trend are so general 
that the degree to which each country is in- 
dustrially developed can be roughly measured 
by the breakdown of its manufacturing pro- 
duction between the various sectors: if the 
contribution from food and textiles industries 
is high, the country is not very highly indus- 
trialised; conversely, the greater the share of 
the metal products and chemical industries, 
the more industrially advanced is the country 
considered. 

The most striking instance of this is pro- 
vided by a comparison between Western 
Europe and the United States. In 1901, when 
Europe’s manufacturing production was greater 
than that of the United States, the metal 
products and chemical industries accounted 
for a larger part of manufacturing produc- 
tion in Europe than in the United States, 
while the food and textiles industries had 
much the same relative importance on both 
sides of the Atlantic. In 1955, when United 
States manufacturing production greatly sur- 
passed that of Europe, it was in the United 
States that the share of the metal products 
and chemical industries was the greater, while 
the share of the food and textiles industries 
was smaller than in Europe. 


CHAPTER V 


VOLUME AND TREND OF INDUSTRIAL PRODUCT PER HEAD 


Each country’s importance depends on the 
volume of its industrial production; considered 
in relation to a country’s population, its 
volume of production may reveal its degree 
of industrialisation. 

The volume of industrial production per 
head of population, which we will call « in- 
dustrial product per head», may be calcu- 
lated on the basis of the absolute volume of 
production shown in Table 3 and the popu- 


lation figures shown in Table 28. Before the 
result of these computations is studied, a 
number of facts regarding population trends 
in the various countries during the first half 
of the 20th century must be considered. 


1. Population Trends. 


The population figures in Table 28 have 
been adjusted to ensure that the population 
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in all years relates to the 1955 territory of 
each country. In addition to absolute popu- 
lation figures in 1901, 1913, 1929, 1937 and 
1955, the table shows the density of popula- 
tion im 1955, and the overall increase in 
population between 1901 and 1929 and be- 
tween 1901 and 1955. 

A glance at this table reveals the following 
facts : 


(a) Between 1901 and 1955 the popula- 
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(b). In all European countries except 
Ireland, there was an increase between 1901 
and 1955. 

The increases recorded differ considerably 
from one country to another. Certain coun- 
tries, such as Turkey and the Netherlands, 
doubled their population between 1901 and 
1955. At the other extreme, the population 
of France increased by 16% and that of 
Austria by only 6°% (23). 















































POPULATION OF THE UNITED STATES AND WESTERN EUROPE Taste 28 
emg Population (in sr hit Increase Dinsiey pes 
sq- Km, 
| | 1955 1937 1929 1913 et agit if bi 1) im 1955 

United States . 165.2 129.0 121.8 97-2 77-6 2.13 1.36 21 

Western Europe . 284.1 245-7 234.0 216.6 195.0 1.46 1.21 81 

United Kingdom . 51.2 47-3 45-7 42-5 38.2 1.34 1.12 210—C i'd 
Germany 50.0 38.5 | 36.5 34-0 27.6 1.81 1.37 204 

France > 43-2 41,2 41.2 41.7 40.7 1.06 1.03 78 
eee es 48.0 42-6 39-9 36.2 33-4 1.44 1.20 159 

Belgium-Luxembur, dui. 9-2 8.6 8.3 7-9 7-0 1.31 1.10 277 | 
, Netherlands... .. 10.7 8.6 7.8 6.2 5-2 2.06 1.38 332 
Sweden . 7-3 6.3 6.1 5-6 5-1 1.41 1.19 16 
Denmark 4-4 3-7 3-5 3-0 2.6 1.72 1.26 104 
Norway . 3-4 2.9 2.8 2.4 2.3 1,52 1.23 11 
Switzerland 5.0 4-2 4:0 3-9 3-3 1.49 1.24 121 
Austria 70 | «68 6.7 6.8 6.0 1.16 1.05 83 
Greece 8.4 7.0 6.4 6.1 5.8 1.43 1.31 63 
Turkey 23-4 16.7 14.4 10.5 8.5 2.75 1.63 31 
| Portugal . en 8,8 | 7-4 6.7 6.0 5-4 1,62 1.30 95 
| Cee Ga sore sm ag “ey 2.9 31 3-2 0.91 0.99 42 
| MR dsc 1.0 0.8 0.8 0,7 0.5 1.94 1.27 382 

| Iceland 0.16 0.12 O.11 0.09 0.08 2.00 1.49 6.5 | 


tion of Western Europe increased by 88 mil- 
lion and that of the United States by 85 
million. These increases, though similar in 
absolute terms, differ widely in terms of 
relative value, the population of Europe hav- 
ing increased by 46° and that of the United 
States by 113%. The population of Europe, 
which in 1g01 was about 2%4 times the 
population of the United States, was only 
72°, greater in 1955. However, the density 
of the European population is still four times 
that of the United States. 


The population of Germany (24) increased 
between 1937 and 1955 by 30%, i.e. 2.5 times 
more than the other countries as a whole. 
This exceptional increase is a result of the 
influx of refugees, i.e. 11 million people. 


(c) The considerable differences in popu- 
lation growth between one European country 


(23) The increase in the Austrian population was concen- 
trated between 1901 and 1913. Between 1913 and 1955, there 
was an increase of only 3%. 

(24) In this Chapter, as throughout the survey, « Ger- 
many » means the 1955 territory of the Germany Federal 
Republic. 


omens Reeage. A 
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and another between 1901 and 1955 are re- 
flected by substantial changes in their relative 
positions. A comparison of these figures, 
which it will be recalled relate to each coun- 
try’s territorial position in 1955, shows that 
in rgo1 France was the most highly populated 
country in Europe. In 1913 and 1929, the 
United Kingdom was the only country which 
exceeded France. In 1955, France took only 
fourth place, being largely outstripped by the 
United Kingdom, Germany and Italy. More- 
over, despite natural conditions that are par- 
ticularly favourable to population growth, 
France has a much lower population density 
(78 inhabitants per square kilometre) than her 
neighbours: Netherlands (332), Belgium (277), 
United Kingdom (210), Germany (204), Italy 
(159) and Switzerland (121). 


2. Industrial Product per Head in 1955. 


Table 29 compares the industrial product 
per head in each country with that in Western 
Europe in 1955. These figures should be con- 
sidered as approximate: a difference of a few 
points between two countries cannot be con- 
sidered as significant. 

The figures in Table 29 show that: 


(a) Industrial product per head in the 
United States is almost three (2.8) times great- 
er than the figure for Western Europe (25). 
It is about three quarters higher than the 
level achieved by the most industrialised coun- 
tries of Europe, but about 20 times greater 
than that of Turkey. 


(b) In Europe itself, there are consider- 
able differences between one country and 
another: industrial product per head in coun- 
tries like the United Kingdom, Sweden or 
Switzerland is three times higher than in 
Italy and eleven times higher than in Turkey. 


(25) A comparison between United States and Western 
European industrial product per head in each industrial sector 
in 1955, taking Western Europe’s product per head in each 
sector as 100, gives the following figures for the United States: 
food 235; textiles, basic metals and chemicals 275; metal pro- 
ducts 350. 
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TABLE 29 


INDUSTRIAL PRODUCT PER HEAD IN 1955 
Unit: industrial product per head in Western Europe = 100 








On the basis of industrial product per 
head. it is possible to divide the countries of 
Europe into four categories: 


1. Countries whose industrial product 
per head is 35 to 65°, above the European 
average. These countries — United Kingdom, 
Switzerland, Sweden, Germany and_ the 
Belgium-Luxemburg Economic Union — com- 
prise 44°/, of the population of Europe and 
account for 65°/, of Europe’s industrial pro- 
duction. The industrial product per head of 
all these countries together is half as high 
again as the average figure for Western 
Europe and one-half of that for the United 
States. 


2. Countries whose industrial product 
per head is equivalent to the European aver- 
age. This group comprises the Netherlands, 
Norway; France, Denmark and Austria. 
These countries together account for 23° of 
European industrial production and for the 
same percentage of European population. 


3. Countries with an industrial product 


per head representing about one-half of the 
European average: Italy and Ireland — 18% 








218 


of Europe’s population — thus account for 
only 10% of Europe’s industrial production. 


4- Countries with little industry: Greece, 
Turkey and Portugal, with 14% of the total 
population of Europe, have a combined in- 
dustrial production representing less than 3°, 
of the European total. 


3. Development of Industrial Product per Head 
Between 1901 and 1955. 


Table 30 shows industrial product per 
head in the various years as a percentage of 
the European average in 1955, taken as an 
international unit. 


TREND IN INDUSTRIAL PRODUCTION PER HEAD 
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The most industrialised European coun- 
tries in 1g0r (United Kingdom, Belgium and 
Germany) were still among the most indus- 
trialised in 1955, but had been caught up and 
even overtaken by Switzerland and Sweden. 
Great Britain, in the first rank in 1901, 1937 
and 1955, was caught up in 1913 and 1929 
by Belgium and Germany and in 1955 by 
Switzerland and Sweden. Belgium and Ger- 
many lost ground between 1929 and 1955 and 
by 1955 had fallen well behind Great Britain, 
Switzerland and Sweden. However, the re- 
lative position of Germany in 1955 was still 
affected by the exceptional increase in popu- 
lation during recent years. 

In 1901 French industrial product per 


TABLE 30 


























1955 1937 | 1929 1913 | 1901 increases between | 

1929 | ¥go4 

hii” Vuenrwe « . aa T and and 

(average for Western Europe in 1955 = 100) 1955 1955 
33 ih. J ht _ & Yo % 
a i Se ae 285 160 165 109 74 + 73 + 285 | 
Mee te 100 67 60 51 37 + 67 + 170 | 
United Kingdom . ..... . 166 109 84 77 63 + 98 + 163 | 

ee, ee eee eee 159 100 (70) $i és + 130 

SS ee eee 552 | 95 64 46 32 + 138 + Ogg 4 
Belgium-Luxemburg ..... . | 139 102 99 75 57 + 40 + 143 | 
ee vs a. ss ee es | "eae 95 82 77 55 + 63 + 144 | 
Ceerway MG. DEMO RCO. is | 109 | 62 50 43 27 + 118 + 303 | 
Metherendes 2 ciowttulisac. 4 96 53 51 46 33 + 88 + 190 | 
Ee eee ae 92 64 72 55 35 + 28 + 162 
EE nee ale go 61 49 29 25 + 8&4 + 260 | 
Ms ote se 6 es seo go 42 42 34 24 + 114 + 260 
ee c=. FB AI. TORISRIY 23 55 31 28 20 12 + 96 + 358 | 


The progress made by each country is 
shown on Graph VI. 

Owing to the growth in population, the 
rise in industrial product per head is much 
less less than the rise in total industrial pro- 
duction. 


(a) Development of industrial product per 
head in the major countries of Western 
Europe. All the countries of Western Europe 
made progress in industrialisation in the first 
half of the 2oth century. 


head was roughly equivalent to the average 
for Europe. In 1929 it was about one-fourth 
above the average, and France was then one 
of the highly industrialised countries, on a 
level only slightly below that of Great Britain 
and Germany. In 1937 and 1955 France re- 
turned to her relative position of 1901, i.e. 
the average for Western Europe; but whereas 
only four countries had a higher industrial 
product per head in 1901, France took only 
eighth place in 1955. France’s relative position 
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EVOLUTION OF INDUSTRIAL PRODUCT PER HEAD 
1901-1955 
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with regard to industrial product per head 
confirms the adverse trend between 1929 and 
1955 already apparent in the comparison of 
the trend in the total volume of industrial 
production (26). 

Apart from France, the group of « coun- 
tries with an average level of production » 
in 1955 consisted of countries (Norway, the 
Netherlands, Denmark and Austria) which in 
rgor had a much lower industrial product 
per head than the European average. Italy 
and Ireland, whose industrial product in 1901 
was hardly 1/3rd of the European average, 
had reached a little more than half of that 
average in 1955. Generally speaking, the 
levels of industrial product per head tended 
to recover between 1901 and 1955, as the 
countries which were most industrialised in 
1gor made relatively less progress than the 
countries with a low level of industry at the 
same period. For example, between the United 
Kingdom and Italy the difference was 5:1 
in rgor and only 3:1 in 1955. The figures 
in Table 30 show that, in the main, the in- 
dustrial product per head of the countries 
which in 1901 were most highly industrialised, 
trebled between 1901 and 1955, whereas over 
the same period industrial product per head 
in the countries which were less industrialised 
in 1901 quadrupled, and that of countries 
which had a low level of industrialisation in 
igor increased fivefold. Nevertheless, the rais- 
ing of levels of industrialisation between 1901 
and 1955 was such that, although the dispa- 
rities between countries declined in percent- 
age, they increased in absolute terms: the 
United Kingdom and Italy, taken as examples 
above, were 50 « points » apart in 1901 and 


105 « points » apart in 1955. 


(b) Comparative trend in industrial pro- 
duct per head of Europe and the United 


(26) At first sight it might have been thought that the 
unfavourable situation of France in the comparison of trends 
in the total volume of industrial production was due to the 
lack of increase in population. In actual fact, the trend in 
industrial product per head, which takes into account the direct 
influence of a stationary population, confirms the relative decline 
in French industrial production. 


States. As far back as 1901, industrial pro- 
duct per head in the United States was al- 
ready double that in Western Europe, but 
such a level was then only a little higher 
than that of the most highly industrialised 
countries of Europe: the United Kingdom, 
Belgium and Germany. In all the other periods 
considered, United States industrial product 
far outstripped that of any other country. In 
1955, industrial product per head was almost 
three times (285°) higher in the United 
States than in Western Europe as a whole, 
and about three-quarters greater than in the 
most highly industrialised countries of Europe 
(United Kingdom, Switzerland and Sweden). 

It has been shown that between 1901 and 
1955 industrial production in the United States 
and in Europe increased by 8.3 and 4 times 
respectively; but industrial product per head 
only quadrupled (3.9) and trebled (2.7) res- 
pectively, the average annual rate of increase 
in industrial product per head being 2.4% 
for the United States and 1.6%, for Europe. 
The figures are in both cases more favourable 
for the United States, but it will be noted that 
the difference in trend in Western Europe 
and the United States is much less in the 
case of industrial product per head than in 
the case of total industrial production. 

It should also be pointed out that the 
United States only took the lead during 1901- 
1929. Between 1929 and 1955 industrial pro- 
duct per head increased to the same extent 
(+70%) in the United States and in Western 
Europe as a whole; during this same period, 
a large number of European countries (United 
Kingdom, Sweden, Norway, Denmark and 
Italy) made more headway than the United 
States. 

The fact that the progress made in indus- 
trial product per head between 1901 and 1955 
was less in Europe than in the United States 
may be compared with the conclusions to 
Chapter III, where the impact of the Wars 
on European industrial production was ana- 
lysed. It was shown that, after each of the 
two Wars, European industrial production 











222 Banca Nazionale del Lavoro 


was one-third below what it might have been 
if there had been no conflict, but that only 
the backlog resulting from the First World 
War had not been made up. The result was 
that the 1955 level of industrial production 
in Western Europe was one-third below what 
it would have been if two wars had not 
devastated Europe. If industrial production 
had reached this hypothetical level (i.e. one- 
half above the actual level) industrial product 
per head would have increased in Europe 
between 1901 and 1955 at a yearly rate of 
2.8%. 

Graph VII shows, for the United States 
and for Europe, the breakdown of the 1901- 
1955 increase into two parts: (a) the increase 
corresponding to the increase in industrial 
product per head, and (b) the increase due 
to the increase in population (on the assump- 
tion of constant industrial product per head). 
The Graph also shows the proportion of in- 
dustrial product per head estimated to have 
been lost to Europe as a result of the Wars. 

The difference existing in the evolution 


of industrial production through the period 
1901-1955 between Western Europe and the 
United States does not result from a funda- 
mental divergence of trends between the two 
areas. It is explained by the difference in the 
rate of population increase and the impact of 
the First World War. 

But it is on a plane outside the scope of 
this study that a fundamental difference be- 
tween industrial production of Western Europe 
and of the United States does exist: in 
1955, with a volume of industrial production 
two-thirds higher than that in Western 
Europe, the United States employed an indus- 
trial labour force of less than half that em- 
ployed in Europe (17.3 million compared 
with about 39 million). It follows from these 
figures that productivity per worker in indus- 
try was three-and-a-half times greater in the 
United States in 1955 than it was in Europe 
as a whole, and three times greater than in 
the most highly industrialised countries of 
Europe. 

V. Paretri-G. BLocn 


ANNEX 1 


COMPUTATION OF THE INDICES 
AND COMPARISON OF VOLUMES OF INDUSTRIAL PRODUCTION 


1. Computation of the Indices 1901-1955 for each 
Country. 


For most countries, series of official or private 
indices are available covering, at least partly, the 
period from 1901-1955 (1), as well as series relating 
to the volume of production of the principal products 
during the same period. 


(1) Of the 18 countries that make up Western Europe, only 
three — Iceland, Portugal and Switzerland — have never com- 
piled an index of industrial production and have consequently 
had to be excluded from the computation of the European 
index. Estimates of the value of industrial production in these 
countries are available, however, so that their share in Western 
European industrial production can be determined: in aggre- 
gate these three countries represented only about 4° of Euro- 





From the varied documentation available for each 
country, indices of industrial production were prepared 
covering the whole of the period 1901-1955 and com- 
puted in such a manner as to permit comparisons 
over time as well as between countries. 

The criteria used in compiling these indices are 
described below : 

(a) Industrial production was defined as the 
product of the activity of the following divisions and 
major groups defined in the United Nations Interna- 
tional Standard Industrial Classification (I.S.I.C.): 

1. Mining and quarrying: Division 1. 
2. Electricity, gas, etc.: Division 5. 
pean industrial production in 1955. Omitting them has there- 


fore only a negligible effect on the trend of the indices com- 
puted for Europe as a whole. 





od maaan nh 
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3- Food, beverage and tobacco manufactures: 
Major groups 20, 21 and 22. 
4- Manufacture of textiles: Major group 23. 
5. Basic metal industries: Major group 34. 
6. Manufacture of metal products: Major 
groups 35-38. 
7. Chemical industries: Major groups 31 
and 22. 
8. Other manufacturing industries: Major 
groups 24-30, 33 and 39. 
Major group 24: Manufacture of footwear, other 
wearing apparel and made-up textile goods. 
Major group 25: Manufacture of wood and cork, 
except manufacture of furniture. 
Major group 26: Manufacture of furniture and fix- 
tures. 
Major group 27: Manufacture of paper and paper 
products. 
Major group 28: Printing, publishing and allied 
industries. 
Major group 29: Manufacture of leather and 
leather products, except footwear. 
Major group 30. Manufacture of rubber products. 
Major group 33. Manufacture of non-metallic min- 
eral products, except products of petroleum and coal. 
Major group 39: Miscellaneous manufacturing 
industries. 


(b) 1938 was chosen as base year for weighting 
because practically all European countries publish or 
have published an official index of industrial produc- 


tion based on the year 1938 or on a period very near 
that date. 


(c) From the national data available, adjusted 
so that the coverage should correspond as closely as 
possible with the I.S.I.C. definitions, a series of indices 
was computed for each of the above-mentioned 8 sec- 
tors, covering the period 1901-1955. This series, base 
1938 = 100, was computed by simply linking the series 
adopted, whatever their original weight base. The 
fact that for certain periods the internal weighting of 
the national series refers to years other than 1938 was 
disregarded. The sector indices thus determined may 
be expressed by the following formula: 


= pod . = P38 Gm 


st Po qm = pss G38 


where i is the sector index, 
t the period considered, 


o the weighting period for the national series 
covering period t, 

m the link period, i.e. the period for which the 
index is available in both the base o and base 
38 series 


and 38 the international weighting period. 


This formula resembles that of a Laspeyre’s index 
if period t is covered by a national index based on 1938. 
In cases where period t is covered by a national index 
not based on 1938, the index computed with the above 
formula becomes a Laspeyre’s index if it is admitted 
that a price index applied globally to the net value 


_ = 4m Pas 
m= 5 
of production in the sector during period t, allows 
for movements in the unit prices of the products 
covered by the index between period o and 1938. 


(d) The index of total industrial production in 
each country was obtained by combining the sector 
indices, using weights proportionate to the value added 
of production in each sector in 1938. The index 
of total industrial production thus obtained can be 
expressed by the following formula: 


7. > Va > Vole 
v 





Iy3s = 


where is, is--- ix are the sector indices 
Vi, Vu--- Vw are the value added of the sec- 
tors A, B, --- N in 1938 


and V is the value added of total industrial produc. 
tion in 1938. 


The method used to compute the global index 
tends to reduce the distortion resulting from the fact 
that for certain periods the sector indices are weight- 
ed on a base other than 1938. The index of industrial 
production so computed has a value intermediate be- 
tween an index Ive calculated according to the 
weighting of year o and the index Iss computed 
entirely on the weight base 1938. 


2. Computation of the Indices of Industrial Pro- 
duction in Western Europe. 


These indices were obtained by combining the 
indices for the various countries (computed as described 
in paragraph A), using weights proportionate to each 
country’s contribution to the total value added of 
industrial production in Western Europe during the 
year chosen as basis of computation. 

The computation of each country’s share in the 
value added of Western European industrial produc- 
tion has been made according to two methods; the 
first leads directly to results for 1938; the second gives 
data for 1950. If one compares the breakdowns of 
European industrial production that would result for 
a common year — 1955 — from the results obtained 
by both methods, one finds that they are practically 
equivalent. 
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PURCHASING-POWER PARITY RATES OF EXCHANGE FOR INDUSTRIAL GOODS IN 1938 (a) TasLe 1 







Exchange rate 1938 (a) 



















Ratio of 
pean to ae United States cents 
States prices . 
(399 ee 
Te a i a a a a SE a NS SY els ee eee 
14-1 13.2 18.6 
2.78 3-21 3-50 
26.7 (c) 18.1 21.7 
ae 3-92 2.87 2.86 } 
Germany (a) ~ | 23.8 26.7 21.2 (b) 
Ms NUR! ess Sah 94.6 5-235 4-71 5.26 | 
Netherlands ...... 65,6 40.2 52.9 55-0 
DEG.» Tal elcmus: ° ft 103 26.7 (c) 19-5 24.4 
ae ee ee go 26.8 (c) 22.4 25.1 
a Sw + «.< 76 19.25 21.9 22.9 
United Kingdom (a) . . . | 83,5 485.7 (c) | 437 490 
' 





(a) The exchange rates shown in columns (4) and (5) are appropriate for the conversion into United States dollars in 1938 
prices of values expressed in national currencies in 1937 prices for Austria, in 1936 prices for Germany, in 1935 prices for the 
United Kingdom and 1938 prices for all other countries. 

(b) Allowing for export premium, Registermark for Germany. 

(c) The 1929 exchange rates of the pound and related currencies were held to have been over-valued by 15 per cent. To 
arrive at the parity rate shown in column (4), they were divided by 1.15 in each case before being divided in turn by the figures 





shown in column (2). 


(a) Estimation of the value of each European country’s 
industrial production in 1938. 


The net value added of each country’s industrial 
production in 1938 was given by the Economic Com- 
mission for Europe (2) which converted the values 
expressed in national currency into United States 
dollars, the exchange rates used being determined as 
follows: « The required exchange rates were calculat- 
ed by assuming that, in 1929, the dollar exchange rates 
of European countries, with the exception of the 
United Kingdom and the countries of Northern 
Europe, correctly expressed the purchasing power of 
national currencies over industrial goods. The excep- 
tion made for the United Kingdom was based on the 
well-known over-valuation of the pound sterling, which 
is estimated at about 15 per cent in contemporary 
writing. The currencies of the Scandinavian coun- 
tries and Finland, on the other hand, were assumed 
to be in equilibrium with the pound and not the dollar. 
Allowance for movements in the prices of manufac- 
tures in European countries and in the United States 
then led to the purchasing-power parity rates shown 
in Table 1, where the details of the calculation and 
the actual 1938 exchange rates are also given ». 
(Economic Survey of Europe in 1948, p. 229). 

Using the above-mentioned rates, the Economic 
Commission for Europe determined the net value of 


(2) Economic Survey of Europe in 1948, p. 21. 





TasLe 2 
BREAKDOWN OF EUROPEAN INDUSTRIAL 
PRODUCTION IN 1938 














| Net value added 

| in industrial pro- Per- 

| duction in 1938 centage | 

| ($ million) | 
Western Europe . . 21,514 100 
United Kingdom... | 6,696 31.1 
ee a a 5,450 (3) 25.3 
ee ee Ce 35155 14.7 
ee ee 1,790 8.3 | 
Belgium- Sines ee 830 4-0 | 
Sweden. . 771 3-6 | 
Netherlands | 665 | 
Switzerland 536 2.5 | 
Austria . 400 1.8 | 
Denmark 324 1.5 
Norway 219 1.0 | 
Greece . | 175 0.8 | 
Turkey . huge 150 0.7 
a 130 0.6 
EE as ch 110 0.5 
Me . be se 8 st 113 0.5 





(3) The figure of $ 5,450 million corresponds to the value 
of 1938 industrial production in the territory at present covered 
by the Federal Republic of Germany — the E.C.E.’s figure 
for the whole 1938 territory of Germany is $ 9,066 million. 
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the various countries’ industrial production in 1938 
in $ U.S. at 1938 purchasing power. According to 
these data, European industrial production in 1938 
was as shown in Table 2: 


(b) Estimation of the value of industrial production 
in each country in 1950. 


The O.E.E.C. has at its disposal, for each country, 
evaluations of the gross national product expressed in 
national currencies and broken down into the chief 
economic sectors. 

The values added in industrial production in each 


country in 1950 were as follows: 


TABLE 3 


VALUE ADDED IN INDUSTRIAL PRODUCTION 
OF EACH COUNTRY IN 1950 








United Kingdom .. . £ 5,029 million 
Germany... ~~. | DM 35,028 million 
ws + wha s os Frs. 2,800 billion 
a ae a Lire 2,676 billion 
Belgium ; B.Frs. 132,000 million 
Sweden . ese |] Soe 10,455 million 
Netherlands . . . . . | Fi. 6,010 million 
Switzerland . Sw.Frs. 9,200 million 
i aa ae Sch. 20,200 million 
Pe. sk es Be D.Kr. 6,063 million 
a en N.Kr. 4:731 million 
Ps 24 ws ws Ti. 1,165 million 
a ae Esc. 16,243 million 
WS Sih ed: ex New Drs. 5,696 million 
er £ 87 million 
Luxemburg B.Frs. 4,800 million 


The conversion of all these values into a common 
monetary unit — the United States dollar — was 
based on rates corresponding, for each country, to 
the official exchange rate adjusted for the over- or 
under-valuation of the currency concerned vis-a-vis 
the U.S. dollar in the field of industrial products. 
This over- or undervaluation was determined on the 
basis of the results given in the second edition of 
Gilbert and Kravis « An International Comparison 
of National Products and the Purchasing Power of 
Currencies » (4) for the comparison of expenditures 
based on average European relative price weights (5). 


(4) This second edition will be published by O.E.E.C. at 
the end of 1956. 
(5) The European average prices, expressed in dollars, were 
computed for each industrial product: 
(a) by converting into dollars, on the basis of the pur- 


The adjusted exchange rates for industrial products 
could be computed only for the following European 
countries: United Kingdom, Germany, Italy, Belgium, 
the Netherlands, Denmark and Norway, which ac- 
counted in 1950 for 86°/, of European industrial pro- 
duction. For the other European countries (represent- 
ing only 14% of European industrial production) it 
was assumed that the relation between the official 
exchange rate and the adjusted exchange rate for 
industrial products was the same as the average rela- 
tion computed for the eight countries mentioned above, 
taken as a whole. 

On the basis of these computations, the dollar 
value of each country’s industrial production and its 
share in Western European industrial production in 
1950 were as follows: 

TABLE 4 


BREAKDOWN OF EUROPEAN INDUSTRIAL 
PRODUCTION IN 1950 








Value added 


in industrial P. 
production a 
in 1950 centage 


($ U.S. million) 


Western Europe . 62,064 100 

United Kingdom 20,556 33-1 
Germany 11,009 17-7 
France . 9.372 15.1 
Italy . 4,879 7:9 
Belgium 39419 5-5 
Sweden . (2,903) 4-7 
Netherlands 2,196 3.6 
Switzerland (1,980) 3-2 
Austria . 2 Se Os (1,254) 2.0 
Denmark . 2... 1,135 1.8 
a a ae ee 957 1.5 
Turkey . (541) 0.9 
Portugal iP t.t Jy (739) | 1.2 
Se 2s SG es (380) 0.6 
Pa 350 0.6 
Lumemborg . ww. Ct, 130 0.2 
ee 6k ae oe ae (264) 0.4 


(c) Comparison of the results obtained by the two 
methods. 


From the results obtained by the above two 
methods, it is possible, using the indices of industrial 


chasing power parity computed for the gross national product, 
the price of the product in the country under review; 

(b) by computing the weighted average of the prices, the 
weight being based on the relative size of each country’s gross 
national product expressed in dollars on the basis of the pur- 
chasing power parity quoted above. 
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Tasie 5 
EACH COUNTRY’S SHARE IN WESTERN EUROPEAN 
INDUSTRIAL PRODUCTION IN 1955 


to the fia amy obtained | 


| | 
| Badbordrervcastes herve 
| Zz 


| 


for 1938 fs for saieath 
Western Europe . “0 Lo 100.0 100.0 
United Kingdom . . . | 39.9 29.0 
——: . 3. 5 | 24.0 23.1 
| POMmce . ww et ew | 13-3 14.6 
Poly om ary vRD | 9.1 8.9 
Belgium- Risnesiveny suey 4.0 5.2 
SWOMME3) neon 3.8 3-9 
Netherlands . . . . . | 3.6 3-6 
Switzerland ..... 2.8 2.8 
RN ey wee) «sa 74 2.3 2.2 
ee 1.4 1.5 
.., ara se 1.2 1.4 
wees! . Ea, 3 ef 1.1 1.0 
| Portugal 0.9 1.0 
| Gee... eh. 0.6 0.8 
eee. | 0.6 0.5 
ey oF ee Er ae 0.4 0.5 


production for 1955, to compute each country’s share 
in European industrial production on the basis, first, 
of 1938 results, and second, of 1950 results. 

Both methods thus give practically the same results 
for the beakdown by country of European industrial 
production. For the needs of the present study, the 
breakdown adopted for 1955 is obtained by averaging 
the percentages found for each country in the two 
series above. This breakdown is shown in Table 1, 


page 189. 


(d) Estimations of each country’s share in European 
industrial production, obtained by other methods. 


The results previously obtained may be compared 
with the indications on the breakdown of industrial 
production in Western Europe that emerge from a 
comparison of data for energy consumption in indus- 
try, steel consumption and industrial labour employed 
in each country. 

Each country’s share in Western European indus- 
trial production thus remains, on the whole, of ap- 
preciably the same order, whatever the approach cho- 
sen: direct (valuation in a common monetary unit of 
the industrial production of all countries) or indirect 
(energy or steel consumption, industrial manpower). 

The differences that exist between the results ob- 
tained by the various methods correspond, allowing 
for the approximate nature of the figures, to real 
differences. For instance, the fact that Norway’s share 


Taste 6 


COMPARISON OF EACH COUNTRY’S SHARE IN 1955 
IN WESTERN EUROPEAN INDUSTRIAL PRODUCTION 
AND ITS SHARE IN ENERGY CONSUMPTION, STEEL 
CONSUMPTION AND INDUSTRIAL LABOUR EMPLOYED 


fe Each country’s ny 

share in _| Each country’s share in 
Western Euro- | 

| pean industrial |— TL az 

production ‘Energy Steel | Wage | 

according to the | earners 








| 'results obtained | canip* | Com- | "in 
—_——— ieee tion | sump- inde 
for for in indu- 


tion stry 
1938 1950 Stry 





100 6| 100 


| Western Europe . 100 100 100 
United Kingdom . 30.9, 29.0) 29.0 | 28.3 28.3 
Germany .. . 24.0; 23-1) 25.0 | 27-7|] 22.8 
eemce. . . « - 13-3| 14-1!) 15.3 15.1 13.3 
eee 9-1 8.9 7-6 8.2 11.3 
Belgium-Luxem- 
es es 4 4:0 5-3 5-1 4:3 3.6 
Sweden . . . . 3.8 3-9 3.8 4-0 2.6 
Netherlands. . . 3-6 36 3.1 3-3 3-4 
Switzerland. . . 2.8/ 2.8 1.6 1.4 2.4 
Austria . ..-/ 2.3 2.2 2.0} 2.8 2.4 
Denmark .. . 1.4 1.5 1.2 1.0 1.4 
| wep ee. CC 1.2 1.4 2.7 1.2 1.1 
wee FSP. . 1.1 1.0 1.0 
Rees. oo... 2 eR 8a } ( 
ee ee 06) o7/( *° 3 a 
7 | ( 
Mien. is". sf OI } 
mers st. . 0.4 0.5 1.6 1.4 0,6 


in energy consumption is greater than its share in 
the value of industrial production is due to the parti- 
cular development in Norway of electrometallurgy 
and electrochemistry, which are heavy consumers of 
energy. Another example: Italy’s share in industrial 
manpower is greater than its share in the value of 
production because, as is known, productivity is lower 
in Italy. 

To determine the influence on the European index 
of variations in weighting, the index was computed 
using in turn each of the five weighting systems cor- 
responding to the approaches mentioned in Table 6 
— the indices so computed are practically identical. 


3. Comparison of the Volume of Industrial Pro- 
duction in Western Europe and in the United 
States in 1955. 


A comparison based on the year 1938 would be 
difficult and not significant, owing to the extremely 
low level of industrial production in the United States 
during that year. A comparison based on more recent 
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data — 1955 — has thus been tried, using the results 
of the above-mentioned study by Gilbert and Kravis. 
Two sets of estimates are obtained according to whe- 
ther American or average relative European prices 
are used. 

Using American prices,industrial production in 
the United States is, in 1955, 52°, above the volume 
of Western European industrial production; when 
average relative European prices are used, the differ- 
ence is pushed up to 85°% (6). 

It has been admitted that the geometric average 
of these two results measures approximately the real 
volume relationship of industrial production between 
the two areas. The industrial production of the United 
States in 1955 would then be 67°/, (two-thirds) greater 
than the volume of industrial production in Western 
Europe. 

This result has been compared with the indications 
given by other data linked to industrial production. 


Western United 

Europe States 
Energy consumption . . 100 176 (7) 
Steel consumption . . . 100 150 


Data on manpower cannot be used owing to the 
enormous difference in productivity. The comparisons 
made on energy and steel consumption seem to con- 
firm the validity of the volume relationship quoted 


(6) At American 1950 prices, the value of United States 
industrial production in 1955 would be § 111.0 billion and that 
of Western European industrial production, $ 73.1 billion. It 
is not possible to give absolute values at average relative Euro- 
pean prices, this set of prices furnishing only weighting coeffi- 
cients for the computation of a relative volume index of indus- 
trial production. 

(7) If motor gasoline used by passenger cars is excluded (in 
order to eliminate the influence of the disproportion in the 
number of cars of the two areas) the ratio falls to 161. 


above between American and European industrial 
production. 


Adjustment factors to the official rates of exchange 
in 1950. 


The purpose of these adjustment factors is to cor- 
rect the over- or under-valuation that would result 
from the use of the official exchange rate of the 
country concerned vis-a-vis the US dollar in the field 
of industrial products. 

These adjustment factors are determined on the 
basis of studies made on national expenditure per 
head in the various countries (cf. Gilbert and Kravis 
« An International Comparison of National Products 
and the Purchasing Power of Currencies » — 2nd 
edition). 

Expenditures for the following groups of products 
have been considered as expenditures for industrial pro- 
ducts: alcoholic beverages, tobacco manufactures, 
clothing, fuel, light and power, household goods, 
transport equipment, paper and printing, producers’ 
durables. 

For each country an attempt was made to deter- 
mine the real relationship (i.e. the quantity ratios) 
between these expenditures and the corresponding 
ones in the United States. Two results are obtained 
according to whether American prices or average 
European relative prices are used as weights. These 
two results are then compared with the ratio of the 
values expressed in dollars using official exchange 
rates. This comparison allows the determination of 
two adjustment factors, corresponding respectively to 
the use of American prices and average European 
prices, indicating the direction and the importance 
(in percentage) of the adjustment that must be applied 
to the official exchange rate in order to obtain, from 
data expressed in value, real volume relationships. 


OFFICIAL AND ADJUSTED RATES OF EXCHANGE 1950 


(for the conversion into US dollars of the added value in industrial production) 











| 


Currency 
of exchange 
| 

United States . ers a 1 
United Kingdom. . . . . £ 0.357 
Se te ee es D.M. 4-20 
a a ee Fr. F. | 350.00 
aS ee ees Lire 625.00 
Pe. « ~ heme 6) « D. Kr. 6.91 
Pee. a oS ae eee 7.14 
hs aie sue Sc.D B. Fr. 50.20 
Netherlands .....-. Fi. 3-80 





Official rate 





7 Adjusted rates of exchange 


At American price weights A: eo relative European 
| price weights a 


Factor of 


Correspond- Factor of | Correspond- 
adjustment ing rate adjustment | ing rate 
» 4 of exchange | 4 of exchange 
} enttntenaththiitiamamnads wale 
100.0 I 100.0 1 
115.6 0.309 | 101.8 0.350 
94-3 4-43 82.8 5.06 
110.8 316.00 | 82.2 428.00 
114.9 543-00 79.8 786.00 
105.7 6.55 90.1 7-67 
148.8 6.47 101.5 7-04 
104.5 48.00 | 99.9 55.20 
107-5 | 3-53 | 96.8 3-93 
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ANNEX 2 


PRODUCTION IN 1955 OF SELECTED INDUSTRIAL PRODUCTS 
IN WESTERN EUROPE AND IN THE UNITED STATES 


U.S.A. Europe 
if Europe = 100/if U.S.A. = 100 


| U.S.A. | Europe 








Primary sources of energy — metric tons of hard coal 
equivalent)... -86 . « afhOeiiss - 1,352 615 


Hard coal (Million metric sens) » 1d emunthbasoks «+ 446 477 
ee ee eee ae 3 105 
Coke-oven coke (Million metric toms). . . . «. . . 68 90 
Crude petroleum (Million metric tons). . . . . . . | 367 9 
Refined petroleum products (Million metric tons). . . . 384 
Electricity - Total (Billion kWh) . . . . . . . . 625 
Hydro (Billion kWh) 
Thermal (Billion kWh) 
Natural gas (Billion cubic metres) . 
Iron ore (Million metric tons fe content) 
Pig iron (Million metric tons) . 
Crude steel (Million metric tons) ; 
Copper ore (Thousand metric tons cu content) : 
Copper (refined metal) (Thousand metric tons) . 
Lead (refined metal) (Thousand metric tons) 
Zinc (refined metal) (Thousand metric tons) 
Tin (primary) (Thousand metric tons) . : 
Nickel (refined metal) (Thousand metric tons) . 
Bauxite (Thousand metric tons) ‘ . 
Aluminium (primary) (Thousand metric ues ‘ 


Passenger cars (Thousand units) 
Commercial vehicles (Thousand units) . 


Agricultural Tractors (Thousand units) . 

Ships Jaunched (Thousand gross tons) . 

Wool yarn (Thousand metric tons) . 

Wool fabric (Thousand metric tons) 

Cotton yarn (Thousand metric tons) 

Cotton fabrics (Thousand metric tons) . ‘ 
Rayon filament yarn (Thousand metric tons) . 
Staple fibre (Thousand metric tons) Bie 
Man-made synthetic fibres (Thousand metric tons) . 
Wood pulp (Million metric tons) ‘ 
Newsprint (Million metric tons) 

Other paper (Million metric tons) . 

Paper board (Million metric tons) . , 
Sulphur and pyrites (Thousand metric tons sulphur mnt 
Plastics (Thousand metric tons) 

Nitrogenous fertilisers (Thousand metric tons N) 
Potassic fertilisers (Thousand metric tons K20) . 
Phosphatic fertilisers (Thousand metric tons P2Os) . 
Cement (Million metric tons) oo ies 
































ANNEX 3 


INDICES OF INDUSTRIAL PRODUCTION IN MANUFACTURING INDUSTRIES 
(1938 = 100) 





| te | ae | 
oe 





| Weight in combined 
ladex 


1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
Igt! 
1912 
1913 
1920 
192! 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1g3t 
1932 
1933 
1934 
1935 
1936 
1937 
19338 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 





(*) Source: « 


100 
113 
126 
139 


140 | 


147 
7 


OEEC Member 


B. L. E. U. | |France & Saar 
Bb teed I : 
“ee | France | Soor | 


| } —| 


2 | 3 


| 100.0] _2.07 3-34 | 
ei 


50 
55 
51 
55 
59 
61 
63 


100 
100 


103 
115 
128 
137 
153 


154 
148 


90 | 
108 
117 
120 
133 | 108 
136 | 11g 
1§2 | 133 | 185 
162 | 145 | 127 
163 | 159 | 141 


114 
149 
139 
147 
178 
175 
157 
165 
186 


18 | 
127 
121 | 130 


144 | 135 | 
164 | 157 | 
164 | 150 | 
166 | 149 
190 | 164 


| 223 | 180 


57 | 
75 
85 


go 





Industrial Statistics 1901-1955 », O.E.E.C., 


MANUFACTURING INDUSTRIES 


The above indices cover, in principle, divisions 2 and 3 of the 
20-21-22 : 


Groups 


23 
24 


25-26 


27 
28 
29 


Food, beverage and tobacco manufacturing 
industries 


: Manufacture of textiles 
: Manufacture of footwear, other wearing 


apparel and made-up textile goods 


: Manufacture of wood, cork, furniture and 


fixtures 


: Manufacture of paper and paper products 
: Printing, publishing and allied industries 
: Manufacture of leather and leather pro- 


ducts, except footwear 


Ak: Be ] 
Germany | Greece | Ireland may | 


(26.35, “ott | 0.66 0.66 “8.72 2.85 | 1.03] 4.07 
} 


8 
72 | 
92 | 
Itt 
119 
130 | 
147 
172 


1955. 


Countries 


—— | Valid 
Morwoy | Sweden | Turkey Untied | Suotes | 


0.65 | 31.08 


I.8.1.C. They include the following major groups: 


Group 


30 
31 


32 
33 


39 


: Manufacture of rubber products 
: Manufacture 


of chemicals and chemical 


products 
: Manufacture of products of petroleum and coal 
: Manufacture of non-metallic mineral pro- 


ducts except products of petroleum and coal 


34 : Basic metal industries 
35-36-37-38: 


Manufacture of metal products, machinery, 
electrical apparatus, appliances and supply; 
transport equipment 


: Miscellaneous manufacturing industries 
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INDICES OF PRODUCTION IN FOOD, BEVERAGE AND TOBACCO MANUFACTURING INDUSTRIES 
























































(1938 = 100) 
| JUN Socom Oe eee 
ge lee tee eee hs see al oe | + ~}) United 
i B. a U. Prance & Saar eociee’ | tein’! tal trem | Suntan | Tatty Wateed | Stotes 
combined Belgiun a. 9 France | Soar i | i 
ee Te SE 4-46 | 0.07 3-30 10.81/ 0.11 20.94) 1.31| 2.06 7.83 ao |e 3.83 1.38 34.90 
T | oa 2 3 I 4] 5 6 =n | § | 9 | mo) i ja ; | 14 | 15_ “16 | 17, 
= a n_— - _ | a | 7 = 7 ~ ~ 
1901 =| 75 go 87 53 50 | 75 | 38 (0) 
1902 | 76 | | 93 | in 89 | 47 | 52 | | Sea, » 
1903 | 75 | 86 | 83 57 53 | ae 
1904 | 76 | | 89 | ss 55 | 5° | 76 | 47 
19°95 | «(77 96 86 56 | 49 76 
1906 | 80 | 97 96 59 | 51 7 
1907 80 94 94 62 | 52 | 77 
1908 =| «79 94 92 64 | 56 | 29o%. 
1909 | «78 93 9! 63 | 59 | 75 | 56 
1910 =| «(77 97 | 89 60 | 63 | 74 
IQII | 81 | 98 99 65 68 74 
1912 | 79 100 | 89 64 | 69 767 
1913 | 83 96 58 101 73 71 48 74 | 66(b) 
1920 67 | 61 76 49 63 77, 45 79 | 64 
1921 me | 72 71 63 75 | 69 | 48 77 | 63 
1922 74 | | 79 65 69 72 76 | 49 74 | 7! 
1923 | «(67 | 9° | 74 47 82 78 | 49) 69 | 76 
1924 74 | 96 | 78 | 69 | 80 85 | 54 7° | 75 
| | 
1925 78 96 79 77 +86) 83 | 80 | 55 | 7" | 79 
1926 79 | | 85 81 85 78 | 97 84. 83; 61 |} 70} 8&1 
1927 82 | 87 73 | 93 | 88) 97) 79 84 | 60 | 73 | 83 
1928 85 97 | 75| 97 92 94] 98 84 80, 64 | 76 | 87 
1929 88 103 | 75 | 102 93 96, 99 8% 93) 7 | 79 | 94 
1930 88 | 109 | Bo | 106 93 | 87/ 99| 8 82/75 | 79] 94 
1931 87 | 103 | 78 | 111 88 | 88! 99 77 oo | 99 | 80 | 86 
1932 85 | 101 80 | 111 79 77 | 102 | 84 83 76 | 99 | 77 
1933 87 | 100 | 85 | 106 | 81 80 104 | 84 80 | 74 | 84] 81 
1934 89 | 101 89 | 108 gt 89 106 79 79 78 83 | 86 
1935 94 | 102 | 94 | 110 93 | 115 | 108 | 8y 88 | 82 89 | 89 
1936 94 | 103 | 97 | 97; 98 | 91 gt | 109 | 87 95 | 86 | 95 | 99 
1937 99 | 100 | 104 100 | 96 | g8 | ror 98 | 107 | 99 99 93 | 99 }103 
1938 100 | 100 100 | 100 too | 100 100 100 100 | 100 | 100 100 190 100 | 100 | 100 Jroo 
1946 = | ar na *< 116 | ae re 67 lass |... 84 | 119 | 125 | 1569 | 115 4154 
1947 oie we 70:7, 90 | 396 | 88 1 we ee 75 | 108 | 81 92 133 | 130 | 167 | 115 |161 
1948 102 | 84 go | 82, 139} 78 gt 73 74; 118 | 95 97 138 | 134 | 181 | 120 |162 
1949 113 | 100 96 | 81 | 146 | 91 | 119 gi 84 | 135 | 114 | 107) 145 | 143 | 206 | 125 [164 
1950 122 | 118 | 102 | 83 | 158 | 108 | 136 | 103 | 106 | 153 | 138 117-148 | 142 | 202 129 |169 
1951 124 | 125 106 94 | 157 | 107) 143 | 109) 116 | 155 | 142 118 154 | 141 | 250 | 126 [172 
1952 127 131 109 gI | 154 | 96 155 117 115 } 164 149 12! 154 | 144 243 | 130 174 
1953 136 | 435 114 | 92 | 155 | 107 174 | 135 | 126 | 169 | 152 | 127 154 | 146 | 267 | 137 [175 
1954 140 | 132, 118 | 94 | 159 | 107 181 141 158 157 | 157 132-155 | 148 | 292 | 139 ]174 
1955 146 | 145 121 104 | 162 | a12 188 | 154 159 | 166 | 162 | 138 162 | 154 | 352 | 141 |178 


FOOD, BEVERAGE AND TOBACCO MANUFACTURING INDUSTRIES 
The above indices cover, in principle, the following major groups of the I.S.I.C.: 
Major group 20: Food manufacturing industries, except beverage industries 
Manufacture of foods for human consumption and of related products. 
21: Beverage industries 
Production of distilled spirits, wines, malt liquors, soft drinks and carbonated beverages. 
22: Tobacco manufactures. 


Manufacture of tobacco products such as cigarettes, cigars, smoking and chewing tobacco and snuff. 


Notes: (a) United States, 1899. 
(b) United States, 1914. 
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INDICES OF PRODUCTION IN TEXTILE INDUSTRIES 
(1938 = 100) 













































































l O. E. E. C. Member Countries 
| Member | B. L. E. U. |France & Saar| — 
Countries | Austria, | | Denmort, | ————————— | Greece | trelond | Waly | jgnds- | Morwoy | Sweden | Turtey | Kisgioe | 
combined |_| Selgfam | lanembarg | Fronce | Soar 
ion 100.0 | 3-79 4-52 | = 1.15 | 19-12] 0.10 | 19.03) 1.73 | 0.34 |15-57 2.98 | 0.48] 2.07/ 3.08 | 26.04 
ee eee et 4 | 5 | 6 | 7 | 8 9 tO | a1 | ra | 13 | 14 | «15 17 
1901 77 60 | 105 | 75 | 64 61 48 ()) 
igoz2 | «(82 | 97 | 114 ° | 69 60 - 
1903 79 7° | 108 71 73 | 60 inte 
1904 81 70 | 108 | 87 | | 73 | 60 61 
1905 84 70 104 89 | 78 | 64 
1906 89 | 74} | 1r0 | 88 | 86 | 7° | 
| 1907 97 | 80 | 114 | 97 | | 103 | 73 
1908 9! 85 ) 283 | 91 | 97 | 74 . 
1909 97 90 | 119 | 98 | go | 75 | 77 
1910 93 86 121 | 91 | | 82 | 77 | | o 
rgtt =| ron | 97 | 119 99 | | 89 | 78 | | . 
} 1g12 | IroO | 107 | 122 109 | | or | 79 - 
| 1983 109 106 | 63 | aan 103 | | 95 83 | 53 g2 t 
| | | i } 
! | | | 
1920 7 86 | 60 80 55 75 61 | 48 79 
1921 65 | 72 35 | 63 69 | 72 | 37| 36 81 
1922 | 88 | 104 52 | 102 76 | 1 | 55 | 49 93 
1923 80 | 7° | 101 59 | 101 | 51 | | 85 | 58 56 98 
1924 91 | 70 | 109 | 61 | 107 | 76 94 | 60] 57) 85 | 
1925 | 98 | 109 | 108 | 52 | 110 | 82 31 | «105 | 62 54 | 99 
1926 | 96 | 98 123 51 | 118 | 73 | 38 | 104 54 60 | 99 | 
1927 104 | 105 | 142 | 56 | #39 102 42 93 | 58 | 64 108 
1928 | 103 | 113 | 153 59 | 120 9! | 48 103 60 | 71 102 
| 1929 103 | 99 | 143 | 69 | 120 | 85 | 48 | 40] 114, 69 | 68 rn1 
|} 3930 | 9°} 75 | 137 | 69 | 113 0 82) 53 | 39) 94) 75 | 72) 87 | 
1931 = | «84 | 52 | 107 | 7° | 96 79} 56) 37] 80) 64 | 64 | 93 
| 1932 82) 56) 92) 77, | 88 72} 58) 35] 85 | 83 | 72 | 84 | 
| 1933 93| 59 | 93) 89 | 107 83 | 65 | 4° | 97) 84) 75 | 104 | 
1934 92} 77| 69) 97 | 94 or | 74 | 60) go | 92 | 94 89 | 
i | } | 
1935 95 | 88 | 104 96 | 96 83 | 77| 80) 92) 95 | 93 109 
1936 99 | 96! 116 107 | 103 go 87 | 99 79 | | Tor | 101 122 
1937 105 | 100 | 124 102 | 105 92 go | 106 | ror 110 | 105 125 
1938 100 | (100) | 100 | 100. 100 ! 100 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 100 
1946 ess Se gi | 65 Tie ot jak | 103 | 120 | 142 | 199 
1947 oe -+ | 127 106 108 86 -- | 95 | 139 | 102 87 | 125 | 125 | 147 192 
1948 92 51 | 109 go 134 97 46 93 | 148 | ror | 105 | 146 | 138 | 145 200 
1949 103 77 | 116 84 151 96 80 | 105 159 | 104 | 122 | 169 | 141 | 156 | 173 
| | } | | 
1950 116 | 94 | 138 99 | 184 | 104 106 | 142 | 189 | 109 | 132 | 197 | 149 156 204 
1951 120 | 110 | 138 86 166 | 107 117 | 165 | 188 | 147 139 | 208 | 148 | 146 197 
1952 109 | 95 | 119 74 | 1§2 98 112 | 156 | 160 | 107 | 139 | 175 | 122 | 171 190 
1953 120 | 101 | 132 88 | 163 | 100 130 | 169 | 217 | 115 | 157 | 190 | 140 | 178 191 
| 1954 126 | 112 | 142 80 157 | 107: 135 | 198 | 232 | 117 | 168 | 193 | 139 | 210 | 175 
1955 124 | 118 | 150 78 «148 | 101 143 | 182 | 244 104 | 172 | 184 135 | 229 196 


TEXTILE INDUSTRIES 
The above indices cover, in principle, the following major groups of the I.S.1.C.: 
Major group 23: Manufactures of textiles 
Manufactures engaged in processing textile fibres to prepare them for spinning; manufacturing yarn, thread, 
woven fabrics, knitted fabrics, laces, carpets and rugs; manufacturing garment in knitting mills; dyeing and 
fabrics; manufacturing oilcloth, linoleum and artificial leather; coating and waterproofing fabrics, manufac- 
turing cordage, rope and twine. 
(Rayon filament yarn and staple fibre production are included in major group 31: Manufacture of chemicals 
and chemical products). 
Notes: (a) United States, 1899. 
(b) United States, 1914. 
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INDICES OF PRODUCTION IN BASIC METAL INDUSTRIES 


(1938= 100) 





O. E. E. C. Member. 









































Germen | Greece | ireland 
| France Soar | 
_ | 15.35 2.08 4a} 0.06 — | 
5 6 7 8 | 9 | ro | 
190% 35 38 | 24 | 46 28 | 
1902 38 | 49 29 47} » | 32 
| 1903 42 56 35 54 35 
| 1go4 43 | | 60 38 | 59 36 
| 
1905 47 | 63 43 62 | 39 
| 1906 51 | 6748 67 43 
1907 53 | 7°; 49 74 45 
| 1908 49 | 61, 45 73 43 
1909 54 7353 80 46 
| | 
1910 60 | | 84 60 89 | 51 
Igit 64 gt 63 99 | 56 
1912 71 | 103 82 112 | 63 
1913 76 | | 102-97 118 | 70| 68 
1920 50 | 1 oe! 37 48 | 32] 36; 
192! 4° | 53 44 «47 48 | 38) 44 
1922 55 76 | 66 85 72 50 54 | 
1923 55| 81 | 86) 77 Bo | 40/| 29 
1924 69 | 67 | an | 113 pi 57 | 46 | | 
1925 | 74| 82| 94! 127 119 | 61] 58. ay | 
1926 70 | 79 | 124 141 133 | 68 58 | 91 
1927 | 89 | 94) 135 | 163 132 74 74 | 94) 
1928) =| 8g | 106 | 145 | 171 147 | 8 67 | 123 
1929 96 | ror | 153 | 187 131 | 87 | 73! 93 
1930 83 | 82 / 131 | 160 147; 78 | $5 | 125 
1931 64 | 57 | 118 | 140 120 | 61 39 | 115 
1932 53 | 35 | 100 | 131 85 | 57] 28 | 115 
1933 64 | 39 | 102 | 126 98 | 66) 36) 131 
1934 76 | 50 | 114 | 132 94} 76| 55 | 115 
1935 86 | 60 | 123 | 125 95 | 82| 72/| 101 
1936 97 | 70 | 127 128 103 | 91 85 | 100 
1937 10g | 100 | 152 | 166 125 g2 go | 101 
1938 100 | 100 | 100 | 100 100 | 100 | 100 | 100 
1946 ee de +» | al ie 24 
1947 ie -- | 118 | 48 88 | 27 i | 
1948 y2 | 120 | 142 | 168 112 48 33 70 
1949 105 | 183 | 148 | 154 131 | 67| 55 | 82 
1950 115 | 175 | 146 | 167 130 | 72| 79) 95 
1951 134 | 208 | 187 | 210 149 | 100 | 85 | 168 | 
1952 142 | 232 | 181 | 207 157 | 108 94 | 204 
1953 | 136 256 | 165 | 180 | 140 | 102 gt | 227 | 
1954 =| 152 | 305 | 182 | 189 | 1§2 | mel 106 | 233 
1955 | 1977 360 | aar | 215 | 180 | 121 128 | 223 


i 


BASIC METAL INDUSTRIES 
Major group 34: Basic metal industries 

Smelting and refining; rolling, drawing, and alloying; and 

basic forms. of ferrous and non-ferrous metals. 


Notes: (a) United States, 1899. 
(b) United States, 1914. 


Ceo unter ies 


























T7T 2Eo rT ] “| Unites 
I Nether. Seeden States 
ey | lek oe | 
| 9-81 0.75 | 0.57 2-39 | 
rt | m2 | 13 | 14_ | 15 16 | 17 
15 | I 41 () 
13 2 - 
15 | 2 - 
16 | 2 56 
19 2 
22 | 2 
22 | 2 
28 | 2 20 
34 | 3 86 
38 | 4 
38 6 
41 7 ei 
42 9 64 94 (0) 
33) #1 11 | 43 140 
27| 3 9} 25 66 
asi #7 8 27 | 116 
49 | 9 21 28 149 
57 | 32 | 37 | 5° | 129 
71! 34} 43) 45 | 67 |152 
72 50 | 48 47 | 31 4163 
70 658) 47) 45) 82 |153 
79, 69| 55 | 46 | 76 |171 
87 68 64 56 | 86 |190 
76 71 71 48 76 1140 
64 61 | 65) 41 53 | 93 
65 64) 58] 43 | 53 | 5! 
69 67] 61} 59) 74 | 78 
73. 71 | 67) 85 | 89 | 87 
87 74 | 69 | go 95 [15 
85 99} 78 | 94 114 |159 
96 93 | 89 | 105 126 1174 
100 100 100 | 100 100 |100 
| 
72 | 61 | 105 128 J215 
os | 885 78 | 101 137 1275 
86 | 186 99 | 107 152 |291 
85 208 | 114 | 118 154 1259 
104 | 233 | 131 | 121 163 |331 
134 265 | 143 | 135 172 1363 
150 | 258 | 152 | 153 | 177 1334 
149 319 | 156 | 160 173 |380 
173 373 | 159 | 159 | 187 }311 
213 421 | 195 | 183 202 1403 
| 


the manufacture of castings, forgings and other 
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INDICES OF PRODUCTION IN METAL PRODUCTS INDUSTRIES 
(1938 = 100) 





O. EEC. Member Countries 


















































" ] wree Wathen vt | 
a B . Le E. U. Peanset Sear} hin | bit | tether tates | Waited | Siotes 
combined belgium oma Fronce | Soot | | Vonds | — 
Weight be Natl 100.0) 1.53. 2.98 | 0.06 | 1. 53 | 16. 13] 0. 36, 26. 51! 944 | o. 24 6.01 7 0.89 | ron | 32.87 | 
“Tei@iait’ 5 6| 718 9 | 10 | Tr | a2 | 13 | 1 | 15 | 16 | 17 | 
= . -. a . | =. =. =) \- ——— — " _— ae 
1901 25 34 35 21 27 27 | 12 ta) 
1902 25 34 37 | 21 28 28 - | 
1903 27 36 39 | 23 28 29]-. | 
1904 28 37 44 | 25 29 28 | 12 
| 1995 31 4° 45 | 27 29 34 
1906 34 43 52 | 33 3! 33 
1907 36 45 58 | 36 34 32 
1908 34 41 57 | 34 35 27 | -- 
1909 37 45 64 | 36 34 30 | 57 
1910 42 49 71 | 40 37 34 
igi! 46 54 82 | 47 39 35 ]- 
1gt2 52 59 95 54 46 | 37 | -- 
1913 56 62 18 98 56 48 35 | 43 | 32% 
| | 
1920 45 52 37. 62 | 27 63 36 | 57 | 97 
1g2t 33 39 2459 | 34 47 | 24 23 | 60 
1922 44 52 35 | 77 | 37 47 | 26 38 
1923 49 59 50 88 | 25 51 30 56 j121 
1924 60 71 57 120 | 37 50 | 34 56 j109 
| 
1925 61 73 72 | 133 «| 42 15 55 37 54 |121 
1926 59 71 64 129 | 36 13 54 44 40 46 1133 
, 1927 66 80 60 112 | 50 +=: 63 | 42) 42 63 122 
| 1928 76 93 7° | 135 | 65 17 70 675) 59, 46 63 [136 
| 1929 81 99 80 150 63 16 78 | 80 | 972] 55 66 }168 
| 1930 76 91 88 146 50 15 71 100 68 57 62 |123 
1931 61 52 72 120 36 15 62 80 45 54 52 | 82 
| 1932 50 57 5393 24 «12 53 54 53) 46 5° | 53 
| 1933 56 69 60 107 33, | 12 54.39) 55 «47 55 | 63 | 
1934 64 70 72 100 47 23 56 43 60 60 66} 88 | 
| 1935 76 80 83 98 63 71 76 42 73 73 81 |110 
1936 88 g! 88 106 82 76 52 94 go 48 86 79 95 }136 
1937 100 100 100 97. 119 , 100 89 103° «105 99 63 99 | 96 105 |159 
| 1938 100 (100)' 100 | 100 100 100 100 | 100 100 | 100 | 100 100 | 100 100 100 |100 
1946 sh 2° g2 4 10 go 69 108 | 143 122 |303 
1947 _ -+ | 147 | 137. 116 100 . j 19 123 oe 92 129 146 135 1331 
1948 108 98 160 | 147 131 | 122 68 40 27 | 164 | 105 +120 148) 158 145 1334 
| 1949 124 152 153 | 151 go 144074 0 65 | 32 | 192 | 118 139 | 159 | 167 154 |299 
1950 136 188 147 | 137. 157 | 133 | 84 89 42 | 217 | 130 , 157 | 175 176 167 |361 
1951 155 222 173 | 133 | 171 | «161 | 106) 119 50 | 233 | 142 164 193 | 185 179 1408 
1952 164 235 | 168 | 134 , 162) 179 | 119 | 133 51 | 193 | 154 | 168 | 199 | 189 179 1455 
1953 165 | 206 | 159 | 132 166 163 | 110 138 60 | 212 | 170 1 I91 | 216 | 176 185 [520 
1954 184 | 243 | 170 | 127 | 192 | 178 | 126 | 162) 83 | 265 | 176 228 217° 188 201 1467 
| 1955 212 | 303 | 200 | 127 | 199 | 203 | 136 | 201 94 | 288 | 201 | 256 | 219) «204 226 1514 


METAL PRODUCT INDUSTRIES 
The above indices cover, in principle, the following major groupsof the 1.S.1.C.: 
Major groups 35-36-37-38: Manufacture of metal products; machinery, electrical apparatus, appliances and supply; transport 
uipment 
~ a eran of basic metal forms into finished articles such as tin cans, hand tools, hollow ware, 
fabricated wire products, bolts, nuts, etc. Manufacture of machinery and prime movers. 
Manufacture of apparatus and supplies for the generation, storage, transmission and transformation 
of electric energy. Electrical appliances including household appliances. Electrical equipment for 
motor vehicles; radios, phonographs, electronic tubes, etc. 
Manufacture and repair of equipment for transportation of passengers and freight by land, air and 
. water. 
1899. 
1914. 
1919. 


Notes: (a) United States, 
(b) United States, 


(c) United States, 
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INDICES OF PRODUCTION IN CHEMICAL, PETROLEUM AND COAL BY-PRODUCTS INDUSTRIES 
(1938 = 100) : 











E. Member 
B. L. E. U, France & Saar | 
|__| Deane |-——____—_—__ 
ae 3 _) i _s e ae Fe 
1-44 | 3-93 | 0-11 | 1.33 |18.49 0.17 | 31.28 1.66 | 0.22 35-13} 1.72 rar | a7 a" 
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Cc. Countries 













cm | | tt | | 




















2 3 4 5 6 7| 8 9 ro | a1 12 13 

















7; © 6 | 
1902 26 | } 8 | 6 | 
1903 25 | 9 | 7 
1904 27 ) . 10 | 7 
| 1905 27 | r | 9 
| 1906 27 | 13 11 
| 1907 31 | 16 13 
1908 } 32) 18 | 17 
1909 |} 33 | 19 19 
1910 | 35 20 20 
rota | 38 | 33 : 
38 | 22 32 | 
1913 | 40 | 47 | 26 23 39 | 32 
1920 49 | 33 | 42 | 35 26 | 52 41 | 
1921 45 | 88) 49 | 29 | 45 | 28 35) 31 | 
1922 52 | gt | 56 | 35 | 49 31 | 44) 35 | 
1923 | 50, 88) 54) 47 | 33 37 | 45 43 
1924 | 58 104 | 62 | 56 | 49 42 5t | 48 | 
| | | 
1925 65 | tr | 70 | 5° | 64 49 5° | 54 54 | 
1926 | 63 | 115 67 | 55 | 63 42 | ' 56: 68 56; 59 
1927 75 | 118 | 79 | 60 | 76) 55 | 62! 75| 55 59 | 
1928 =—tsé«K | 104 | 85 | 64 | 96 | 84 56. 65 | 78; 64 62 
1929 83 | «127 | 86 | 69 | 103 | 78 66 67 85 65) 68 
1930 «3=| 74 | 112, 78) 73, 98 | 57 | 60 66' 91 85, 69 
193! 64 | 106 | 68 | 75 +82 | 47| 55 60, 89 69) 65 
1932 | 64 | 106 | 69 | 73 83 44\ 47. 56 gt 69 60 
1933 | yo | 110] 75 81 92 51 56 64 go 82 64 
1934 | 78 109 | 76 89 ot 58 61 77| 95 70) 70 
1935 | 82 101 | 90 95 | 83 70; 70 80 95 87, 81 
1936 | Qt | 104 | 103 97 96 82 75 88 89 92 86 85 
1937 | ror | eee 117 104 | 102 95 82 | 96 | 102 101 92 96 
1938 | 100 |(100)| 100 | 100. 100 | 100 100 | 100 | 100 , 100 +100 100 100 
1946 et 104 - ee. 46 | 84; .. ++ | 202 | 358 
1947 ce EWS | BL t 89 96 + ar 59 | 98 86 .. «19 | 167 
1948 110 | 145 | 145 | 142 | 101 | 114 58 | 63 98 101 123 129 ~= 6189 
1949 127 | 167 | 145 | 130 | E11 | 117 83 80 | 121 117 | 165 | 159 201 
1950 | 1§2 | 206 | 142 | 124 , 129 | 127 131 94 | 131 | 140 | 233. 213 | 226 
1951 | 175 | 213 | 177 | 165 | 132 | 149 133 | 115 | 134 184 | 244 ©0252 239 
1952 | 171 | 195 | 187 | 159 | 19 | 141 135 102 | 130 | 185 | 257. 246 236 
1993 | 198 | 212 | 192 | 153 | 127 | 150 159 | 119 | 139 | 227 | 277. 248 | «245 
1954 | 228 | 249 | 231 | 166 138 | 168 185 | 167 | 150 | 284 | 314 9302 264 | 
| | } H ; 
1955 | 249 | 271 | 239 | 200 | 136 | 187 209 | 183 | 157 | 314 | 337 | 295 | 279 | 


CHEMICAL, PETROLEUM AND COAL BY-PRODUCTS INDUSTRIES 
The above indices cover, in principle, the following major groups of the I.S.I.C.: 
Major group 31: Manufacture of chemicals and chemical products 
Basic industrial chemicals, including fertilisers; vegetable and animal oils and fats; manufacture of miscella- 
neous chemical products, including synthetic resins, plastic materials, rayon and staple fibre. 
32: Manufacture of products of petroleum and coal 
Petroleum refineries, coke ovens and other manufactures of products from petroleum and coal. 
Notes: (a) Netherlands - Excluding petroleum products. 
(b) United States, 1899. 
(c) United States, 1914. 
(d) United States, 1919. 








The Special Account Procedure as a Technique 


of Central Bank Control 


A Study of Fifteen Years of Australian Experience 


The Special Account procedure, a variant 
of variable minimum reserve ratios, was devis- 
ed during the Second World War. To my 
knowledge, it is a unique Australian contri- 
bution to the art of central banking. It has 
now been in operation for fifteen years, time 
enough for a provisional assessment of its 
merits as a method of central bank control 
of trading bank liquidity. It is the object of 
this paper to make such an assessment on the 
basis of a study of the Commonwealth Bank’s 
use of the technique since 1941 (*). 


1. War-Time Origins. 


For some years before World War II, it 
was increasingly being recognised in Australia 
that the central bank, the Commonwealth 
Bank, could not exercise adequate control over 
trading bank liquidity and the volume of bank 
credit by the classical methods which the 
Bank of England had developed for the pur- 
pose. Scope for open market operations was 
limited in a narrow bond market. Bank rate 
was a useless weapon in the absence of a 
short-term money market. Large seasonal and 
cyclical fluctuations in the balance of payments 
required a high degree of flexibility in mone- 
tary management. And the young central 


(*) The author is greatly indebted to Mr. E. F. Herbert for 
generous permission to draw freely, especially for some pro- 
cessed statistics, on his able thesis on « The Operation of the 
Special Accounts Procedure 1945-54» (unpublished, University 
of Western Australia, February 1955); but Mr. Herbert bears 
no responsibility for any of the opinions expressed in this 
paper. All banking and other statistics in the paper, where 
not otherwise indicated, are taken from official sources. 


bank could not place the same reliance on 
voluntary trading bank co-operation as the 
Bank of England was able to do. 

The Royal Commission on the Australian 
Monetary and Banking System, which thor- 
oughly ventilated the problem in 1936-37, 
recommended for emergency use in Australia 
the device which had recently been adopted 
in the United States and New Zealand but 
had not yet been tested by experience, variable 
legal minimum reserve ratios. The actual re- 
commendation was for legislation empowering 
the Commonwealth Bank Board, with the 
consent of the Commonwealth Treasurer, to 
require every trading bank to keep with the 
Commonwealth Bank a deposit of an amount 
not less than a specified percentage of its 
deposits, the percentage to be variable from 
time to time at the discretion of the Board 
within limits fixed by the Treasurer, but the 
requisition to remain in force for not more 
than six month at a time and for not more 
than eighteen months in any two years. 

The trading banks strongly opposed the 
recommendation in public and in private, 
fundamentally because they were opposed to 
any effective central bank control of their 
credit policy. The Commonwealth Bank Board 
itself shied away from the Royal Commission’s 
recommendation as too drastic and contented 
itself with a request to the government for 
a reserve power to require minimum deposits 
of any figure up to 714%, or to 10% with 
the approval of the Treasurer, to be used only 
if any bank was acting in opposition to central 
bank policy. Legislation on these lines was 
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approved by Cabinet in April 1938, but was 
never brought down before the war inter- 
vened (1). 

For the first two years of the war, domestic 
monetary policy continued to rely on volun- 
tary co-operation between the: central bank 
and the trading banks. But from the begin- 
ning of 1941, the effect of mounting govern- 
ment expenditure on trading bank liquidity 
made some additional means of control seem 
urgent, to prevent both « secondary inflation » 
through expansion of bank advances and un- 
due expansion of trading bank profits. It was 
in the course of consideration of this problem 
by the Commonwealth Bank Board and its 
advisers in April-June 1941 that the special 
account procedure was conceived. The germ 
of the idea originated with Mr. M. B. Duffy, 
a member of the Bank Board (2). It was 
elaborated and given practical shape by the 
economist of the Bank (Mr. L.G. Melville) 
and his staff. By September, the Treasurer, 
Mr. (now Sir Arthur) Fadden, convinced of 
the need for «a thorough scheme to curb 
unnecessary monetary expansion » (3), adopted 
the special account proposal, despite some hesi- 
tation by the Chairman of the Board and the 
Governor of the Commonwealth Bank. By 
threatening to use compulsion, if necessary, 
he secured a voluntary agreement by the trad- 
ing banks to accept the special account plan, 
together with other arrangements for the limi- 
tation of war-time profits. Before this agree- 
ment was given final form, however, the 
Government fell and was replaced by the 
Curtin Labour Government which, without 
further ado, embodied the substance of the 
voluntary agreement in National Security 
(Banking) Regulations issued on November 
26, 1941 (4). 


(1) L. F. Guim, The Growth of a Central Bank, M.U.P., 
1951, Chs. 8 and 9. 

(2) The author is indebted to Mr. L. G. Melville for inform- 
ation on this and other points relating to the origins of the 
special account procedure. 

(3) Gian, op. cit., p. 282. 

(4) National Security (War-Time Banking Control) Regul- 
ations, Commonwealth Gazette, 26th November, 1941; reprinted 
in Gisiin, op. at., App. C. 


The clauses of the regulations relating to 
special accounts required every private trading 
bank to lodge in a special account with the 
Commonwealth Bank such part of its surplus 
investible funds as the Commonwealth Bank 
might direct, « surplus investible funds » being 
defined as the excess at any time of assets in 
Australia over their average amount in August 
1939. Withdrawal from special accounts was 
to be subject to the consent of the Common- 
wealth Bank which was to pay interest on 
special accounts at such a rate (not exceeding 
a maximum to be fixed by the Treasurer) as 
to prevent bank profits rising above the aver- 
age for each bank of the three pre-war years. 
The procedure adopted for calls to special 
accounts was for each trading bank to furnish 
to the Commonwealth Bank within a fort- 
night of the last Monday of each month a 
statement of its average assets for the Mon- 
days (5) of that month and for the Com- 
monwealth Bank to inform each bank as soon 
as possible of the amount which it was requir- 
ed to lodge by the end of the following 
month, i.e. the month in which the call was 
made. 

The principle of the new device was essen- 
tially the same as that of variable legal mini- 
mum reserve ratios. The central bank was 
given legal power to limit the liquidity of 
the trading banks by requiring them to deposit 
part of their cash in frozen accounts with 
itself. But there was a number of differences, 
some merely technical, others of substantial 
significance. 


1. - In the first place, a minimum reserve 
ratio power would have enabled the central 
bank immediately to reduce trading bank 
liquidity from its initial level; the special 
account procedure merely enabled it to prevent 
trading bank liquidity from increasing above 
the base (pre-war) level. At the time of its 
adoption, this was regarded as an advantage, 
rather than a deficiency, of the special account 
device. One of the trading banks’ arguments 


(5) The weekly balancing date was changed in 1948 to 
Wednesday. 
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against the Royal Commission’s recommenda- 
tion for variable minimum reserve ratios had 
been that it would compel them to contract 
advances immediately. The new procedure 
deprived them of this debating point but did 
not handicap the central bank since, at this 
stage of the war, it was quite certain that 
trading bank assets, and with them the amount 
callable to special accounts, would greatly 
increase under the impetus of central bank 
finance of government war expenditure. At 
the same time, it is worth noting that, while 
the minimum reserve ratio system could be 
effectively used whatever the circumstances in 
which it was initially adopted, the special 
account procedure could be effective only be- 
cause it was introduced at a time of impend- 
ing substantial increase in the money supply. 


2. - Secondly, under the reserve ratio 
system, minimum reserves were expressed as 
a percentage of trading bank deposits. With 
a fixed minimum reserve ratio, therefore, only 
part of any increase in trading bank liquidity 
arising from an equal gain of deposits and 
cash (whether on account of an improvement 
in the balance of payment or an increase in 
central bank financed government expend- 
iture) would be automatically offset by a rise 
in minimum reserves. Under the special 
account procedure in its original form, the 
whole of any such increase in trading bank 
liquidity (indeed, the whole of the increase 
in trading bank cash balances) became callable. 
Another way of putting the same point is to 
say that the reserve ratio power was related 
to the average change in trading bank liqui- 
dity, the special account power to the marginal 
change. This difference was, in a sense, purely 
technical. Provided the central bank had 
power to vary minimum reserve ratios freely, 
it would always have been able to raise its 
reserve ratio requirement to the extent neces- 
sary to immobilise 100%, or more of any 
increase in trading bank cash balances. But 
during the war years, when the central bank 
wanted to freeze virtually all the additional 
cash accruing to the trading banks, it was 
convenient to be able to define the amount 


to be lodged simply as the amount legally 
callable, instead of having to make frequent 
and seemingly arbitrary changes in minimum 
reserve ratios. In the post-war period, when 
the amount called diverged widely from the 
amount legally callable, this advantage of the 
special account procedure ceased to be signi- 
ficant. 


3. - Another aspect of the preceding point 
was that, in its original form, the special 
account procedure placed virtually no upper 
limit on the amount of pressure on trading 
bank liquidity which the central bank was 
legally free to impose, while under the reserve 
ratio technique the central bank’s power to 
raise the ratios was usually limited by law 
(in the United States to twice the normal 
ratio, in the Royal Commission’s recommenda- 
tion in the manner quoted above; in New 
Zealand, on the other hand, the law laid 
down no limit). On the face of it, the special 
account power was quite narrow in its scope 
since the amount callable was limited to the 
excess of trading bank assets over the pre-war 
level. With the large war-time and post-war 
rise in the money supply and in trading bank 
assets, however, the limit became quite acad- 
emic. From the point of view of the central 
bank, all that mattered was that it should be 
able to neutralise the whole of any sharp rise 
in trading bank liquidity and to reduce trad- 
ing bank liquidity, when necessary, by a small 
percentage. Provided limits on its power to 
call did not interfere with this need, it had 
no interest in a completely free hand. The 
trading banks, however, as we shall see, later 
came to regard the virtually unlimited power 
of the central bank to reduce their loanable 
funds as a serious threat and secured the im- 
position of legal limits in 1953. 


4. - A fourth and more important differ- 
ence was that minimum reserve ratios were 
normally uniform for all trading banks, where- 
as under the special account procedure the 
Commonwealth Bank was free to vary its 
calls from bank to bank. In the pre-war dis- 
cussions, the difficulties of central bank con- 
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trol arising from widely differing circum- 
stances and policies of individual trading 
banks had frequently been emphasised. The 
flexibility of the special account procedure in 
this respect, therefore, promised to be an 
important advantage. We shal! see later that 
the political need to find an « equitable » basis 
for calls has somewhat limited this advantage 
in practice. 


5. - A minor technical difference between 
the special account procedure in its original 
form and the usual minimum reserve ratio 
power was that the latter related the amount 
callable to trading bank deposits while the 
former related it to the trading banks’ Austra- 
lian assets. The difference, which was later 
eliminated, had no great practical importance. 
It meant that the amount callable was increas- 
ed by an increase in a trading bank’s share- 
holders’ funds (e.g. by a share issue or addi- 
tion to its published reserves) which would 
not otherwise have been the case. On the 
other hand, an improvement in the balance 
of payments was not so quickly reflected in 
the amount callable since an increase in Aus- 
tralian export proceeds immediately increases 
the deposits and overseas assets of Australian 
trading banks but their Australian assets (and 
liquidity) only after a lag of some weeks. 


6. - Another minor difference was that, 
under the minimum reserve ratio system, the 
trading banks’ minimum balances were held 
in their ordinary « bankers’ » or « clearing » 
accounts with the central bank and did not 
earn any interest. The Australian procedure 
provided for the opening of «special ac- 
counts », distinct from the trading banks’ cur- 
rent accounts with the central bank, and for 
the payment of a small rate of interest on 
special account balances. This was not a dif- 
ference inherent in the two techniques since 
there is nothing to stop a central bank paying 
interest on minimum balances under the re- 
serve ratio system (6). In Australia, the pay- 


(6) Cf. the recommendation by the recent New Zealand 
Royal Commission on Monetary, Banking and Credit Systems, 
Report, Government Printer, Wellington, 1956, para. 974 (d). 


ment of interest provided the Commonwealth 
Bank with a convenient instrument for the 
control of trading bank profits, while yielding 
to the trading banks a not insignificant income 
— at the peak in 1951 the Commonwealth 
Bank paid the trading banks about £ 2.5 mil- 
lion in special account interest. On the other 
hand, the payment of interest had the dis- 
advantage that it lent some specious support 
to the popular misconception that the central 
bank was « borrowing » the amounts held on 
special accounts from the trading banks, an 
absurd notion which was later to assume some 
political significance. 


7. - An advantage of the special account 
procedure over variable minimum reserve ra- 
tios to which some importance was attached 
at the time of its adoption by the Common- 
wealth Bank Board was that calls on the 
trading banks could be made quietly by direct 
notification, while changes in prescribed mi- 
nimum reserve ratios would require public 
announcements with all the attending publi- 
city. This again was not an essential differ- 
ence; for, though the U.S. Federal Reserve 
system could hardly dispense with a public 
announcement of a change in the minimum 
reserve requirement to its thousands of mem- 
ber banks, there was no obvious reason why 
the few Australian trading banks could not 
have been notified of such a change as quietly 
as of calls to special accounts (7). Public 
announcement might even have been regarded 
as a positive merit for its psychological effects, 
on the principle of the Bank of England’s 


use of changes in bank rate. 


8. - A point in favour of the special account 
procedure which, according to Giblin, was 
stressed at the time of its adoption was its 
availability as an instrument of credit expan- 
sion after the war. « The central bank would 
release these deposits to the trading banks at 


(7) Another reason why public announcement of changes 
in minimum reserve ratios might be insisted upon (e.g. by 
Parliament) is that such changes are (by contrast to calls to 
special accounts) mot apparent from the banks’ published 
returns of assets and liabilities. 
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its discretion so far as they were genuinely 
needed for bank advances. This arrangement 
once working might be continued into peace- 
time without disturbance. It would not in- 
volve unpopular and provocative action by the 
Bank, which would act only as the beneficent 
releaser of credit as it was required in post- 
war reconstruction. There seemed therefore 
a good prospect of such an arrangement being 
allowed to continue indefinitely into peace- 
time and so establish for the first time effec- 
tive central bank control under normal con- 
ditions » (8). It is hard to see why this should 
have been regarded as an advantage of special 
accounts over variable minimum reserve ratios, 
even when allowance is made for the fact 
that the Second World War was then gene- 
rally expected to be followed, like the First, 
by a serious depression. It would presumably 
have been no more difficult for the central 
bank to reduce minimum reserve requirements 
from their war-time peak than to release funds 
frum special accounts. Giblin’s account is 
interesting nonetheless for showing that right 
from the beginning the inventors of the special 
account procedure thought of it, not merely 
as a war-time device, but as a permanent tech- 
nique of central bank control. 


' 

g. - Finally it should be mentioned that 
the special account power applied only to the 
private trading banks. The exemption of the 
small State banks which was necessitated by 
the Commonwealth Constitution was not a 
serious matter. The exemption of the general 
banking division of the Commonwealth Bank, 
which was not then separated from the cen- 
tral bank, was presumably justified on the sim- 
ple ground that there was no need for the 
Commonwealth Bank to impose this form of 
control on itself, but this was another matter 
which was to cause political trouble. 


It is not suggested that all the differences 
between the special account procedure and 
variable minimum reserve ratios, which have 
been listed, were consciously in the minds of 


(8) Op. at., p. 281. 
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those who opted for the former rather than 
the latter in 1941. The authors of the device 
favoured it mainly as a highly flexible and 
effective instrument of war-time central bank 
control of trading bank liquidity which had 
the added merits that it met some of the 
trading banks’ banks’ objections to variable 
reserve ratios, that it could be operated with- 
out fuss and publicity, and that it might be 
capable of permanent peace-time use. 

The initial lodgments in special accounts 
required of the trading banks when the re- 
gulations came into force in November 1941 
were less than the accumulated increase in 
their assets over the pre-war level. Since 
August 1939, trading bank deposits had risen 
by £55 million, but the Commonwealth Bank 
required them to lodge only £ 20 million to 
allow for their low liquidity at the outbreak 
of the war. Thereafter, however, until the 
end of the war, virtually the whole increase 
in trading bank assets was called to special 
account from month to month, while the 
decline in their advances was offset by a cor- 
responding rise in their holdings of govern- 
ment securities. By June 1945, the deposits 
of the private trading banks had increased by 
£ 265 million over their pre-war level of £ 318 
million and their balances in special accounts 
stood at £ 234 million (9). 

In these conditions, the procedure worked 
extremely simply. The trading banks knew 
they were required to lodge each month the 
full amount callable, unless the central bank 
notified them otherwise. Withdrawals in small 
amounts were permitted on a few occasions 
to enable banks to meet temporary cash re- 
quirements of depositors, but in each case on 
condition that the amount withdrawn was 
restored by an agreed date. Interest was paid 
on the daily balance on special account at the 
rate of 34%. Although the rate had originally 
been fixed as part of the official policy of 
stabilising trading bank profits, it was not 
altered until 1947, nor was any attempt made 


(9) For a brief account of war-time central banking operat- 
ions, see J.S.G. Wmson in R.S. Savers (ed.), Banking in 
the British Commonwealth, O.U.P., 1952, pp. 65 ff. 











240 Banca Nazionale del Lavoro 


to adjust it to the varying levels of profits of 
different banks (10). The technique of central 
bank control worked well during the war. 
To quote Giblin again, « the trading banks 
recognised broadly the necessity of some such 
procedure in wartime and seem to have been 
satisfied that the Bank’s administration of the 
regulations was on the whole careful, fair and 
reasonable » (11). 

The war-time special account procedute, 
together with all other central banking powers 
conferred on the Commonwealth Bank by the 
regulations of 1941, became part of the new 
peace-time system of central banking for Aus- 
tralia through the Labour Government’s bank- 
ing legislation of 1945. It had become appa- 
rent by this time that the major problem for 
monetary policy, at any raie for some years 
after the war, would continue to be control 
of inflation and that, in particular, the large 
accumulation of frozen funds in special ac- 
counts could not be allowed to swell the 
liquidity of the trading banks. The Govern- 
ment was, in any case, determined not to miss 
the opportunity of establishing at last an effect- 
ive system of central bank control. As the 
Federal Treasurer, Mr. J. B. Chifley, pointed 
out in his second reading speech on the Bank- 
ing bill, the Royal Commission had « reco- 
gnised that the Commonwealth Bank had 
developed into a central bank. But the com- 
mission believed that certain extensions of the 
powers and functions of the bank were re- 
quired to enable it to carry out its responsi- 
bilities » (12). The new powers undoubtedly 
went beyond those envisaged by the Royal 
Commission. But their efficient operation dur- 
ing the war seemed to make their extension 
the simplest method of reform. 

The trading banks did not see things in 
this light. While they had been prepared to 
accept the war-time system of control as a 
matter of patriotic duty, they were quite un- 
reconciled to the need for anything like as 
drastic central bank powers in peace-time. 


(10) Cf. Gist, op. at., pp. 3136. 
(11) Ibid., p. 323. 
(12) Quoted J. S.G. Witson, op. at., p. 82. 


They conducted a strenous public campaign 
against the 1945 legislation, not least against 
the special account procedure which, according 
to one of them, meant that «the trading 
banks are to have their business pegged at 
their pre-war levels» and which « threaten 
the interests not only of the trading banks, 
but of the general public as well » (13). Their 
uncompromising hostility to the 1945 legisla- 
tion, and especially the reference, in the legal 
challenge to section 48 of the Banking Act 
in 1947, to the special account power as one 
of the features of the legislation whose consti- 
tutional validity might be questioned, were 
major motives for the Chifley Government's 
ill-fated decision of 1947 to abandon further 
attempts to conduct monetary policy through 
a central bank controlling a private trading 
banking system and to proceed to outright 
nationalisation of the private trading banks. 

The form in which the special account 
procedure was embodied in the Banking Act 
of 1945 was unchanged, except that the maxi- 
mum amount callable was defined as the 
amount standing to each trading bank’s credit 
in its war-time special account on August 21, 
1945, plus the increase (if any) in its assets 
over their average in the month preceding 
the commencement of the relevant sections of 
the Act, i.e. July 1945 — thus cancelling the 
small uncalled liability that had accumulated 
during the war years — and that the maxi- 
mum rate of interest payable on special ac 
counts (7/894) was now written into the Act. 


2. Post-War Transition, 1945-47. 


It was one thing for the central bank to 
be equipped with a new and powerful instru- 
ment of peace-time control over trading bank 
liquidity; it was quite another to develop a 
technique of using the instrument for the 
purposes of peace-time monetary policy. The 
two years of transition from war to peace 
economy, 1945-47, represented for the Com- 


(13)The Banking Bills, unsigned and undated leaflet (Bank 
of New South Wales, 1945), p. 2. 
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monwealth Bank a period of cautious experi- 
menting in the peace-time operation of the 
special account procedure. 

Like most other countries, Australia emerg- 
ed from the war in a condition of severe 
potential inflation. The great wartime expan- 
sion of the money supply had left both the 
public and the banks in a highly liquid con- 
dition, though most of the banks’ war-time 
accumulation of funds was immobilised in 
special accounts. Business and consumers were 
anxious to use their funds to make good the 
war-time depletion of equipment and stocks. 
Private enterprise and public authorities were 
eager to embark on extensive new investment 
programmes. Moreover, world shortages of 
commodities and manufactures promised ris- 
ing prices for Australia’s exports coupled with 
difficulty in procuring supplies of imports. 
The existing inflationary potential, therefore, 
was likely to be reinforced by pressure from 
domestic investment demand and a favourable 
balance of payments. In the first two years 
after the end of the war, however, the war- 
time system of direct controls was largely 
maintained intact and the immediate preoc- 
cupation of the Government was to achieve 
the reconversation of the economy and the 
expansion of civil production with the least 
dislocation and unemployment. 

The problem for the central bank was to 
permit adequate bank finance for this recon- 
version and expansion but to avoid additional 
inflationary pressure from undue increase in 
bank credit. The trading banks would be 
able to finance some revival of advances from 
their war-time accumulation of government 
securities and treasury bills, but this source 
of funds might not be sufficient and would, 
in any case, run out. Clearly, the simple war- 
time expedient of calling to special accounts 
all increases in trading bank assets was no 
longer feasible. It would henceforth be neces- 
sary to judge how much of the maximum 
amount callable to call (or release). 

Between June and August 1945, the first 


substantial releases from special accounts were 
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made, totalling some £20 million, to com- 
pensate the trading banks for a similar with- 
drawal from deposits. But in the early months 
of 1946, following the export season, new calls 
were made. Over the financial year (July 1- 
June 30) 1945-46, special accounts increased 
by £18 million, representing approximately 
two-thirds of the increase in trading bank 
assets over the year. Rising advances absorbed 
most of the remainder of the increase in trad- 
ing bank funds; trading bank holdings of 
government securities continued to increase 
until June 1946, financed largely from a re- 
duction in their treasury bill holdings. 

In the following year, 1946-47, advances 
increased rapidly, by £65 million or 24%. 
But the increase in Australian assets of { 18 
million was almost wholly offset by a rise of 
£ 16.5 million in special accounts. Funds for 
the expansion of advances came from trading 
bank sales of government securities, holdings 
of which fell by £ 68 million over the year. 
The policy of the central bank clearly was 
to syphon off, by calls to special accounts, the 
additional funds accruing to the trading banks 
and to compel them to finance the growth of 
advances from sales of securities. As in the 
previous year, calls to special accounts were 
not spread evenly over the year but were ad- 
justed to the seasonal movement in bank 
liquidity, releases from June to September 
being more than offset by calls from October 
to June. 

Judged by its immediate objectives, this 
policy was entirely successful. The demobi- 
lisation of the war economy was accomplished 
with very little disturbance, civilian produc- 
tion rose rapidly and, with the help of con- 
tinuing direct controls, wage and price sta- 
bility was well maintained. 


3. Post-War Inflation, 1947-51. 


During 1947-48, the problems confronting 
the monetary authorities grew much more 
difficult. Towards the end of 1947 it became 
apparent that the economy « showed disquiet- 











ing signs of inflationary pressure » (14). The 
export boom was getting under way and over- 
seas capital was beginning to flow in, with 
the result that overseas funds rose by £ 59 
million or 27° over the year. Domestic pri- 
vate and public investment expanded at an 
increasing rate partly in response to the deve- 
loping migration programme. While infla- 
tionary pressures were thus increasing, the 
war-time system of direct controls which had 
hitherto helped to keep them in rein was fast 
disappearing. With the defeat of the price 
control referendum of May 1948, and the 
consequent transfer of price control from the 
Commonwealth to the States, its efficacy furth- 
er declined and wage stability became corres- 
pondingly more difficult to maintain. During 
1947-48, retail prices rose by 6°/ as compared 
with 1.5% in the previous year. 

At the same time, while monetary policy 
was being burdened with increased respon- 
sibility for controlling inflation, the policy of 
the preceding two years, of compelling the 
trading banks to finance the expansion of 
advances from sales of securities, ceased to 
be practicable as the banks’ war-time holdings 
of securities ran out. If advances were hence- 
forth to be allowed to expand at all, it was 
necessary to allow the banks’ credit base to 
increase by relaxing special account pressure. 
And to prevent all further rise in advances 
was clearly impossible. Industry’s require- 
ments for working capital (to say nothing of 
fixed capital, for much of which it also tra- 
ditionally depended on the banks) were rising 
not only with an expanding volume of pro- 
duction but also with rising export and import 
prices. In principle, policy should have aimed 
at limiting the rate of growth of advances to 
that needed for these two purposes. In prac- 
tice, however, every rise in domestic costs and 
prices, even when it was itself the result of 
inadequate control of excess demand, further 
increased the « legitimate » credit require- 
ments of business which could not be refused 
without risk of hampering production and 


(14) Commonwealth Bank, Annual Report, 1948, p. 24. 
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possibly -causing unemployment. Add to this 
that, at any given time, the monetary author- 
ities had to make the best guess they could 
about developments over the next six months, 
and it is clear that to find the appropriate 
special account policy was no easy task. 

The central bank’s problem was further 
complicated by the widely different policies 
which the several trading banks had pursued 
in the first two post-war years and the widely 
divergent positions in which they now found 
themselves. By the end of 1947, the private 
trading banks’ holdings of treasury bills and 
government securities had fallen from £ 164 
million in June 1945 to {£73 million, But 
of these £73 millon, nearly two-thirds were 
held by the two Sydney banks, the Bank of 
New South Wales and the Commercial Bank- 
ing Company of Sydney, while most of the 
major Melbourne banks, and particularly the 
three London head office banks, had almost 
completely disposed of their war-time hold- 
ings. The reason was that these Melbourne 
banks had been pursuing much more aggres- 
sively competitive advance policies, presumably 
in part because they were trying to counteract 
a tendency for their share of banking business 
to decline (15). 

Whatever the reason, several of the Mel- 
bourne banks, unable to meet their customers’ 
demands for advances by further sales of 
securities, now applied to the Commonwealth 
Bank for releases from special accounts. These 
requests were refused on the ground that it 
« would have defeated the purpose for which 
the Special Account procedure was instituted 
if the central bank had further relaxed its 
Special Account policy in order to enable the 
banks to continue a rapid expansion of ad- 


(15) Between June 1946 and June 1947, the deposits of the 
Wales and C.B.C.S. rose by 5% and 4% respectively, their 
advances by 21% and 13% respectively; the deposits of the 
Australasia and National rose by 0.6°/, and 2.5% respectively 
and those of the Union fell by 0.6%, while the advances of 
Australasia and National rose by 0.6%, and 2.5% respectively 

Between June 1946 and June 1948, the deposits of the Wales 
and C.B.C.S. rose by 15%, their advances by 45% and 29% 
respectively; the deposits of the Australasia and E.S. & A. 
rose by 9%, their advances by 61% and 153% respectively. 
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vances » (16). The Bank conceded, however, 
that the special account procedure needed to 
be administered with reasonable flexibility 
since « (a) current demands for advances are 
frequently the result of decisions made many 
months earlier and (b) a rigid limitation of 
funds may involve the refusal of legitimate 
finance for an eminently desirable pur- 
pose » (17). 

The central bank, therefore, decided to 
deal with the situation in two ways: first, 
by calling to special accounts a smaller pro- 
portion than hitherto of further increases in 
trading bank assets, and secondly, by offering 
temporary advances to those trading banks 
which found themselves hard pressed for 
funds. 

The new special account policy was clothed 
in a working rule which was developed during 
1947-48. It involved calling to special accounts 
such proportion of the increase in trading 
bank assets from month to month as to keep 
the ratio to deposits of Special Accounts plus 
Cash plus Treasury bills (SACT) at a parti- 
cular figure, initially of about 50°/. A special 
account policy aimed at keeping the SACT 
ratio at 50°/, meant, in effect, that about one- 
half of any increase in a trading bank’s funds 
was left to it for investment in advances or 
securities, while whatever part of the other 
half it did not choose to hold in cash or treas- 
ury bills was immobilised in special accounts. 
If the severity of special account pressure 
is measured by the ratio of special account 
balances to the maximum callable at any time, 
an equal SACT ratio for all banks also implied 
a higher « severity ratio» for banks without 
treasury bill holdings than for those which 
still held significant amounts in treasury 
bills (18). But this is an instance where the 
« severity ratio» is a misleading measure; for 


(16) Commonwealth Bank, Annual Report, 1949, p- 31- 

(17) lbrd. 

(18) The first commentator to use « severity ratios » was 
R. R. Hirst in Post-War Monetary Policy in Australia, « Eco- 
nomic Record », May 1953; they have also been calculated 
by Mr. E. F. Herserr, op. cit., but in his case at least, the 
maximum amount callable is defined as excluding the base 
amount as of August 21, 1945. 


the banks with treasury bills, and therefore 
with a lower « severity ratio », were left with 
no more funds for expansion of advances than 
the others and, if the policy was strictly appli- 
ed, could convert their treasury bill holdings 
only into cash or special accounts. Actually, 
there is a suggestion in the statistics that the 
SACT ratio at which the central bank aimed 
in its special account policy was somewhat 
lower for the banks with more conservative 
advance policies, especially the Commercial 
Banking Company of Sydney, than for those 
in more need of restraint. Also, the SACT 
ratio target did not remain at 50°%. As the 
inflationary boom continued and gathered 
momentum during 1949, 1950 and 1951, the 
target ratio was gradually raised to over 55°, 
so as to imcrease special account pressure on 
trading bank liquidity. 

The evolution of the SACT ratio repre- 
sented a notable stage in the development of 
special account technique also in another res- 
pect. In addition to serving as a target for 
the degree of special account pressure on the 
banking system as a whole, it also served as 
a criterion for the distribution of special ac- 
count calls among the individual trading banks. 
Under its special account power, the Com- 
monwealth Bank was legally free to discri- 
minate at will between the various trading 
banks. In practice, however, it found it neces- 
sary, for political reasons in the strained at- 
mosphere between the private trading banks 
and itself, if for no others, to make calls on 
individual banks, generally speaking, on the 
basis of some criterion of distribution which 
could be defended as equitable. During the 
war years when the Bank simply called all 
that it was legally entitled to call, this repre- 
sented no problem. But once its policy re- 
quired an independent judgment of how 
much to call, its freedom to discriminate 
between individual banks was broadly confin- 
ed to a choice between a number of possible 
criteria of « uniform » or non-discriminatory 
treatment. No such criterion is discernible in 
its policy during the first two post-war years 
when calls seem to have been made from 
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month to month on the basis of an ad hoc 
examination of the current and prospective 
balance sheet position of each trading bank. 
But from 1948 until 1952, the SACT ratio 
served this purpose (19). 

The decision in 1947 to offer the trading 
banks short-term loans was a new departure 
in Australian central banking. There had 
been isolated occasions in the inter-war period 
when a trading bank had borrowed from the 
Commonwealth Bank (20). But the general 
view, based on strong expressions of opinion 
by the trading banks themselves, had been 
that the trading banks would refuse to risk 
the dependence on the central bank which 
borrowing from it might entail (21). In the 
years 1947-51 only the two Sydney banks stuck 
to this principle. The other banks took ad- 
vantage of central bank credit far beyond the 
central bank’s intention. 

The object of the Commonwealth Bank’s 
offer, as we have seen, was to help out of 
temporary liquidity difficulties those trading 
banks which had sold out their security hold- 
ings. Central bank loans were intended as a 
« device which, while giving the trading banks 
time to bring their lending policies into line, 
would maintain pressure on them to do 
so » (22). The pressure was to be applied by 
charging « a rate of interest (at first 394, then 
34%) which it was hoped would be sufh- 
ciently high to provide an incentive to prompt 
repayment » (23). As it turned out, the rate 
did not have this restraining effect. Several 


(19) The ratio was not entirely uniform for all banks in 
every month. It has been suggested that it was deliberately 
allowed to vary in favour of banks having « special commit- 
ments » (J. S.G. Wison, The Operation of Australian Central 
Bank Controls, « Quarterly Review », Banca Nazionale del La- 
voro, January-March 1952, p. 32). But slight divergences, in the 
SACT and later ratios, may also be accounted for by the fact 
that the central bank must determine its calls, on the basis of 
information relating to each bank’s assets (or deposits) in the 
preceding month, before it knows the bank’s figures for the 
month in which the call is made. 

(20) Cf. Gistix, op. cit., pp. 25, 168 n., 173, 180, 248. 

(21) Ibid., p. 222. 

(22) Dr. H.C. Coomss, The Development of Monetary 
Policy in Australia, E.S. & A. Bank Research Lecture, 1954, 
Queensland University Press, 1955, p. 14. 

(23) Ibid. 


of the banks borrowed steadily and extensively 
from 1947 until January 1952 when central 
bank loans outstanding reached a peak of 
£ 68 million. 

It is clear in retrospect that the central 
bank miscalculated in assuming that a rate of 
3% or even 344% would have a penal effect. 
With the standard overdraft rate at 44%, 
the margin of 1% on borrowed funds invest- 
ed in advances was probably more than suf- 
ficient to cover the marginal cost of advances. 
The trading banks, moreover, may have been 
willing, in their frantic competition for ad- 
vance business, to bear a small loss on mar- 
ginal business rather than forgo the goodwill 
of customers, particularly at a time when their 
booming overseas exchange business was yield- 
ing high profits. The Commonwealth Bank, 
on the other hand, may have been deterred 
from raising the rate above the relatively easily 
justifiable level of 3149, (the bond interest 
forgone by banks selling government secur- 
ities) by fear of reinforcing the clamour raised 
on behalf of the trading banks that the Com- 
monwealth Bank was « borrowing » trading 
bank funds at 34° (in special accounts) and 
lending them back to the banks at 4%, 
a ludicrous argument which, however, im- 
pressed politicians, newspaper editors and 
others ignorant of banking technicalities. 

So much for the central bank’s special 
account policy during the years of the post- 
war boom and inflation. From 1947 onwards, 
quantitative control of trading bank credit 
was reinforced by qualitative control through 
central bank directives on advance policy, 
designed mainly to discourage reliance on 
bank credit for long-term investment in fixed 
capital and to ensure priority for what were 
regarded as the more essential lines of pro- 
duction (24). 

The economic developments of the years 
of inflation can be summarised in a few 
statistics. Between 1947-48 and 1950-51, the 
value of Australian exports rose from £ 454 
million to £1,035 million. Private capital 


(24) For accounts of qualitative advance controls, see Hirsr, 
op. cit., pp. 12ff. and Appendix; Coomas, op. ait., pp. r18f. 
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inflow amounted to £557 million. Overseas 
funds increased from £ 274 million to £ 843 
million. Gross private investment rose from 
£ 450 million to £ 828 million, public invest- 
ment from about { 120 million to £ 289 mil- 
lion. The Australian assets of the private 
trading banks rose from £720 million in 
June 1947 to £ 1,303 million in June 1951. 

The immediate effect of the new special 
account policy in 1947-48 was a substantial 
relaxation of pressure on trading bank liquidity 
(the « severity ratio » dropped from an average 
of 65°% in 1946-47 to an average of 30°% in 
1947-48), but in the following years pressure 
was somewhat increased as the SACT target 
ratio was raised. By May 1951, special account 
balances reached the huge total of £ 576 mil- 
lion. They had become the trading banks’ 
largest single asset, equal to 43% of their 
deposits. Of the increase of £ 583 million in 
trading bank assets between June 1947 and 
May 1951, £ 301 million (or 51.6%) had been 
immobilised in special accounts. This is the 
measure of the direct disinflationary effect of 
the special account policy over these years. 
But the £ 282 million additional funds left 
at the disposal of the banks, together with 
some {60 million of central bank loans, 
enabled the banks to expand advances over 
the same period by £ 207 million or by 71%. 

Monetary policy had certainly failed to 
prevent inflation, Between 1946-47 and 1950- 
1951, the value of money, measured by the 
C-series index of retail prices, fell by one- 
third. At its peak, open price inflation reached 
an annual rate of nearly 30%. It was brought 
to a halt, not by domestic measures of budget 
or monetary policy, though these helped, but 
by a huge swing in Australia’s balance of pay- 
ments, the combined effect of a steep fall in 
the price of wool and a flood of imports, which 
converted a surplus of £ 104 million in 1950-51 
into a deficit of £ 583 million in 1951-52. 

The fault, of course, did not lie primarily 
with monetary policy. No measures of do- 
mestic policy would have protected Australia 
from the impact of inflation overseas and the 
Korean boom in commodity prices, though 


7 


an appreciation of the £A might have had a 
useful insulating effect. Even the domestic 
boom in private and public investment requir- 
ed more than purely monetary measures of 
control, particularly a more courageous disin- 
flationary budget policy, greater restraint and 
co-ordination in public works programmes, 
and probably the retention through this period 
of some of the direct controls of the war and 
immediate post-war years. 

But it has also been recognised since then 
that a more stringent monetary policy would 
have been desirable (25). Some of the reasons 
why monetary weapons were not used more 
effectively have been discussed before, in par- 
ticular the fear of interfering with the « legi- 
timate » needs of business for bank credit and 
the central bank’s miscalculation in its loans 
to trading banks. Another obstacle to an 
effective policy of monetary restraint was the 
retention through the years of inflation of the 
war-time policy of cheap money. It is question- 
able whether higher interest rates, within a 
practicable range, would in themselves have 
done much to restrain investment or stimulate 
saving. But a policy which committed the 
central bank to support a given level of bond 
prices, if necessary by pumping large quanti- 
ties of new money into the economy, was 
incompatible with any effective control of the 
money supply. The problem was to arise in 
more acute form in the second spell of infla- 
tion in 1955-56. But even in 1951, the central 
bank was compelled for some months to 
support the bond market against heavy selling 
pressure, to the extent of some £ 30-40 mil- 
lion, before « the inevitability of the change 
was accepted and yields were permitted to rise 
to about 414% by mid-1952 » (26). 

The Governor of the Commonwealth Bank, 
Dr. Coombs, has mentioned two other 
lessons from the experience of this period. 
« Firstly, the effectiveness of any central bank- 


(25) Cf. Hirst, op. at.; Coomss, op. ait.; also D. Rowan, 
The Monetary Problems of a Dependent Economy: The Aus- 
tralian Experience 1948-1952, « Quarterly Review », Banca Na 
zionale del Lavoro, December, 1954. 

(26) Coomss, op. ait., p. 11. 








ing power, however apparently great, depends 
upon the response which banks, members of 
the system, make to the exercise of the power. 
In some countries, the nature and extent of 
this response is predictable because of establish- 
ed conventions of appropriate relationships 
between liquid assets and total deposits which 
are accepted and used as a basis of policy by 
the member banks themselves. Such conven- 
tions have not existed in the past in Australia 
and, consequently, the central bank cannot 
anticipate, even within wide limits, how trad- 
ing banks will respond to its actions ». 

« Secondly, the period shows a difficulty, 
from the central bank’s point of view, in the 
banks’ control over their lending operations. 
The banks’ direct control over movements in 
their advances is reduced to the extent that 
drawings may be made by customers against 
limits approved in an earlier period. A tight- 
ening of a bank’s lending policy will, there- 
fore, not be immediately effective. Even the 
rate of creation of new advance limits cannot 
always be changed immediately. This makes 
it difficult for the banks to adjust their ad- 
vances promptly to the general needs of the 
economy, and in a period of rising activity 
can cause bank lending to add to any infla- 
tionary tendencies » (27). 

These conclusions are interesting not only 
as a commentary on the difficulties of the 
years 1947-51, but also for the light they 
throw on the central bank’s efforts in the 
following years to remedy these deficiencies 
by adaptation of its special account policy. 


4. Recession, 1951-52. 


The year 1951-52 brought a dramatic revers- 
al of economic conditions and in the tasks 
confronting the central bank. The wool boom 
came to a sudden end, the value of wool ex- 
ports falling from £ 633 million in 1950-51 
to £ 324 million in 1951-52. At the same time, 
the value of imports rose by over 40%, the 
delayed result of boom orders and easing 









(27) Ibid., p. 24. 
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overseas supply conditions. The result was 
a balance of payments deficit on current ac- 
count of over {500 million. The drain in 
overseas reserves necessitated the imposition 
of drastic import restrictions, but not before 
it had not only eliminated domestic excess 
demand, but produced a severe liquidity crisis 
and the threat of a serious recession. The fall 
in external assets of £ 460 million exerted an 

uivalent contractionary effect on trading 
bank cash, while demand for advances increas- 
ed, particularly from importers unable to sell 
excess stocks without disastrous losses. 

As Professor Rowan has pointed out, « the 
central bank was required to act as a lender ot 
last resport on an enormous scale if a banking 
crisis was to be avoided. Moreover, the task 
facing the central bank was complicated by 
the speed with which the crisis developed, for 
the year 1950-1951 had ended with the central 
bank actively attempting to restrain inflation 
by use of its qualitative and quantitative con- 
trols and the crisis itself began with infla- 
tionary pressure still the main problem. A 
disinflationary budget had also been introduc- 
ed while capital issues control had been reim- 
posed in February 1951. The difficulties oc- 
casioned by the lagged response of imports 
were thus, to some extent, intensified by the 
lagged response of fiscal policy and govern- 
ment administrative action » (28). 

The Commonwealth Bank met this situa- 
tion by prompt and vigorous measures to 
maintain the liquidity of the trading banks. 
Between March 1951 and January 1952, the 
trading banks were able to sell, no doubt 
largely to the central bank, £ 35 million 
worth of government securities and to borrow 
a further £ 28 million from the central bank. 
But main support to the trading banks came 
through releases from special accounts. After 
the usual seasonal releases in June-August 1951, 
releases continued month by month until 
November 1952, as much as £ 183 million 
being released in just two months, May and 
June 1952. From their peak of £ 578 million 


(28) Rowan, op. cit., pp. 208f. 











The Special Account Procedure as a Technique of Central Bank Control 


in May 1951, the special account balances of 
the major trading banks fell back to £ 157 
million in November 1952. It was this which 
enabled the trading banks to expand advances 
by £175 million, despite a fall of over £ 100 
million in their deposits, thus permitting im- 
porters to meet their obligations and hold 
their excess stocks. There can be no doubt 
that the central bank’s skilful handling of 
the situation averted a serious banking crisis 
and helped the economy to weather the in- 
ventory recession with little disturbance to 
fixed capital investment and only a modicum 
of unemployment. 

The experience demonstrated that, « what- 
ever doubts may have existed about the 
effectiveness of Special Account policy in the 
restraint of inflation, it proved an invaluable 
support and stimulus to the banking system 
and the economy generally when faced with 
the need to counter serious deflationary in- 
fluences originating in the balance of pay- 
ments » (29). It is one of the merits of the 
special account procedure that, once the trad- 
ing banks’ balances have risen to a sufficient 
level in the boom, it provides the central bank 
with the most simple and flexible instrument 
for monetary expansion that could well be 
imagined. 

But too much should not be made of this. 
The Commonwealth Bank, even before 1939, 
had not lacked the technical means for mone- 
tary expansion. As Giblin pointed out, speak- 
ing of the thirties, « there was never any 
doubt about its power to expand. Govern- 
ments could be counted on to increase expen- 
diture if finance was easily and cheaply 
provided. There was no limit to open market 
operations on the buying side, by which trad- 
ing bank liquidity could be increased: to any 
extent. Even if the response was slow, the 
Bank could force the pace by expanding its 
own advances and the investments of the 
Savings Bank » (30). 

It is true that all the methods mentioned 
by Giblin served to increase the money supply 


(29) Coops, op. cit., p. 16. 
(30) Gratin, op. cit., p. 218. 
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in the hands of the public rather than to ex- 
pand trading bank liquidity directly. In 
circumstances, of which the 1952 episode may 
well have been an instance, when the central 
bank wants to concentrate expansion on trad- 
ing bank credit (e.g. to finance importers), 
the Special Account procedure is technically 
superior. But with this minor qualification, 
the efficacy of central bank action in the 
1951-52 recession, as contrasted with the de- 
pression of the early thirties must be ascribed, 
not primarly to its possesion of a new instru- 
ment, but to its determination, backed by 
government and public opinion, to prevent 
any serious deflation, to the continuing buoy- 
ancy of private long-term expectations, and 
to the fact that readiness to use import res- 
trictions eliminated the balance of payments 
as an obstacle to monetary expansion. 


5. New Special Account Policy and Legislation, 
1952-53. 


Even cursory examination of the banking 
statistics for 1952 makes it apparent that the 
releases from special accounts which were 
granted by the central bank in that year 
went far beyond the extent required to support 
the liquidity of the banking system. Well 
after the distress borrowing of the first half 
of the year had reached its peak in July and 
was beginning to be repaid from the proceeds 
of the liquidation of excess stocks of imports, 
and while bank deposits were rapidly recover- 
ing, releases from special accounts continued, 
until the trading banks reached a degree of 
liquidity probably unprecedented in the twen- 
tieth century. By November 1952, the ratio 
of the banks’ liquid assets (cash and treasury 
bills) plus government securities to their depo- 
sits reached 30° and special accounts were 
down to 15%, as contrasted with correspond- 
ing ratios of 12% and 43% a year earlier. 
The explanation for this extraordinary change 
is the adoption by the central bank of an 
entirely new special account policy during 
1952-53. 
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The new policy was briefly hinted at in 
the Commonwealth Bank’s Annual Report 
for 1953 and set out more fully in its Annual 
Report for 1954. The latter exposition is 
sufficiently important to warrant quotation in 
full 


« In its Annual Report last year the Bank 
stated that Special Accounts were now being 
administered to regulate the impact on the 
system of fundamental changes in banking 
liquidity such as those arising from the 
balance of payments and from changes in the 
pattern of government finance. This leaves 
to the individual bank the responsibility for 
maintaining, apart from Special Account, a 
structure of assets sufficiently liquid for all 
normal requirements, including seasonal and 
other short-term demands on its cash. If the 
banks are to bear this responsibility and 
Special Accounts are to be available to meet 
major losses of deposits and cash of the kind 
experienced in 1951-52, it is essential that 
their policies should be directed to maintaining 
an adequately liquid structure of assets. The 
most suitable distribution between the various 
kinds of liquid assets will vary to some extent 
from bank and from one time of the year to 
another, but it is the view of the central bank 
that a ratio of liquid assets (comprising cash, 
deposits with the central bank and Treasury 
bills) and Government securities to total de- 
posits of about one quarter, allowing for 
seasonal and other short-term variations, would 
generally be appropriate. If banks adjusted 
their lending policies from time to time so as 
to work towards this general objective it 
would be easier for the central bank to ensure 
that the banking system had sufficient, but not 
more than sufficient, funds to meet the needs 
of a steadily expanding economy » (31). 

The new policy meant a radical departure 
from the special account policies pursued since 
1945. Until 1951, the central bank had treated 
the special account procedure, in effect, as a 
direct quantitative control of bank credit. 
Its special account policy had aimed at limiting 


(31) Commonwealth Bank, Annual Report, 1954, p. 24; 
cf. also Coomas, op. cit., pp. 178. 


trading. bank liquidity to the minimum they 
would require to meet the « needs of trade » 
from month to month, The central bank had 
assumed complete responsibility for judging 
the appropriate volume of credit, and for 
adjusting special accounts correspondingly to 
seasonal as well as all other changes in the 
liquidity of the various banks, by implication 
leaving the trading banks free to do what 
they liked with the funds left at their disposal. 

The new policy was to use the special 
account procedure, not as an instrument of 
control of trading bank liquidity, but rather 
as a signal to the trading banks indicating the 
credit policy which the central bank wished 
them to pursue. Its basis was to be co-opera- 
tion, not coercion. The trading banks were 
asked to agree to conduct their advance poli- 
cies so as to maintain an average LGS ratio 
(Liquid assets plus Government Securities to 
deposits) over the year of 25%. The central 
bank would use special accounts so as to reduce 
the trading banks’ LGS ratio somewhat below 
25% if it wished them to restrict advances, 
or raise the LGS ratio somewhat above 25° 
if it wished them to expand advances. The 
trading banks were to look after seasonal and 
other short-term variations in their liquidity; 
the central bank would aim at offsetting major 
cyclical changes originating in the balance of 
payments or government finance. 

The new policy was introduced in the first 
half of 1953 after consultation with the trading 
banks and presumably, at least in the under- 
standing of the central bank, after the trading 
banks had accepted the gentlemen’s agreement 
which it implied. The large-scale releases 
from special accounts in the second half of 
1952 paved the way by raising the liquidity 
of the trading banks, initially even beyond the 
new target level of 25°, thus enabling the 
banks to repay central bank loans and increase 
their holdings of cash as well as of treasury 
bills and government securities. 

What were the reasons for this change in 
special account policy? Published statements 
by the Bank and by its Governor, together 
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with circumstantial evidence, suggest that it 
was motivated by three main considerations. 

The first was « the experience of past ad- 
ministration of Special Account policy ». This 
experience seems to have suggested to the 
Bank that the special account procedure could 
not be made an effective instrument of 
restraint without the willing co-operation of 
the trading banks. As Dr. Coombs put it, 
«since the effectiveness of any Special Ac- 
count policy depended upon the response of 
the trading banks it was important to increase 
their responsibility and their understanding 
of the purpose the central bank was seeking 
to achieve ». More particularly, « the effective- 
ness of Special Account policy, particularly 
in the restraint of inflationary tendencies, was 
greatly weakened by the absence of conven- 
tional standards in the attitude of Australian 
banks towards their asset structure »; and 
while « the Special Account was a useful in- 
strument in offsetting the effects on the 
banking structure of major factors affecting 
the volume of deposits and the cash assets of 
banks, i.e. major changes in the balance of 
payments and in the sources of governmental 
finance... it was less useful in dealing with 
the more irregular and unevenly distributed 
factors affecting bank liquidity » (32). 

These conclusions were reinforced by a 
distinct change in the trading banks’ attitude 
to their special account balances which occurr- 
ed as a by-product of the releases from special 
accounts in 1951-52. Since withdrawals from 
special accounts were legally subject to the 
discretionary consent of the central bank, the 
trading banks strictly had to regard their 
special account balances as a frozen, completely 
illiquid asset. Even before 1951-52, this con- 
ception was weakened in its foundations by 
a basic fact of life of modern banking. No 
Government nowadays can afford to allow 
the banking system to collapse; in a system 
like the Australian which consists of a few 
large banks, it is doubtful whether a Govern- 


(32) Coomss, op. cit., pp. 168. 
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ment can afford to allow even one bank to 
suspend payment. Trading banks will not, 
in reliance on this fact, expose themselves to 
unnecessary risk of illiquidity. But it must in 
some measure weaken their determination to 
maintain a reserve of liquidity against major 
cyclical or other losses of deposits. In Austra- 
lia, the events of 1951-52 brought this fact 
of life into the open. If the central bank 
could be relied upon to release special account 
balances whenever trading bank liquidity was 
impaired by external deflationary influences, 
the trading banks could afford to treat them, 
to that extent, as a liquid reserve and corres- 
pondingly to reduce the volume of other liquid 
assets they might otherwise have thought it 
necessary to hold for this purpose. The new 
special account policy was partly designed to 
meet a situation in which «some trading 
banks were unwilling to base their lending 
policies on their asset structure excluding 
Special Account and consequently found their 
other liquid assets steadily depleted » (33). 
The third major consideration was the 
passage by Parliament in 1953 of amending 
legislation which significantly curtailed the 
legal special account powers of the central 
bank (34). The private trading banks, as we 
saw before, had accepted the continuation into 
peace-time of the war-time system of banking 
controls by the 1945 legislation only under the 
most vigorous protest. The Chifley Labour 
Government’s attempt at bank nationalisation 
united them in a fierce campaign against this 
greater threat and, for the time being, made 
it seem politic to them to seft-pedal their 
objections to the existing system of con- 
trols (35). But in the following years, and 


(33) lbid., p. 16 (italics supplied). 

(34) Commonwealth of Australia, Banking Act, No. 13 
of 1953. 

(35) Cf., ¢.g., National Bank, Annual Report, 1949, pp. 
13f: «I state clearly this Bank’s attitude towards the Banking 
Act of 1945. 1. At no time has this Bank directly or indirectly 
attempted to attack the 1945 Act ... This Bank wholeheartedly 
accepts the principle of a Government Central Bank. 4. This 
Bank agrees it is a duty of the Central Bank to give leadership 
to the financial system and that it is its own duty to accept 
such leadership and abide by it ». 
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particularly after the accession to office in 
1949 of a sympathetic conservative Federal 
Government, the banks themselves and the 
financial press on their behalf, with increasing 
frequency and energy, expressed their « grave 
concern at the perpetuation... of this particu- 
larly rigid statutory control system designed 
for use in time of war» and strongly urged 
«on the appropriate authorities the need for 
its early revision » (36). ; 
The trading banks’ objections to the « un- 
realistic and vindictive provisions of the 1945 
banking legislation » (37) were manifold. The 
special account system lacked flexibility, caus- 
ed uncertainty, limited the earning capacity 
of the banks and had been used unduly 
restrictively. «Experience has proved that 
undue freezing in Special Accounts by the 
Central Bank of Trading Bank funds, deprives 
the banking system of that flexibility essential 
to meet the ever-changing demands encounter- 
ed in Australia» (38). « Trading bank ad- 
vances have played very little part in contribut- 
ing to the inflationary situation... Drastic 
restriction of bank credit is likely to add little 
to an attempt to check or reverse inflation; 
there is a limit to which credit can be restrict- 
ed and yet still keep the wheels of commerce 
and industry turning at a satisfactory 
rate » (39). « This special account system as 
a permanent feature of the banking structure 
is an unwarranted drag on the banks in the 
expanding economic horizon of the na- 
tion » (40). It was a « legislative strait-jack- 
et » (41) which gave « the central bank power 
to control the banks rather than to regulate 
the volume of credit » (42) and failed to give 
the trading banks responsibility commensurate 


(36) National Bank, Annual Report, 1951, p. 6. 

(37) Bank of New South Wales, Annual Report, 1953, 
p- 18. 

(38) Commercial Bank of Australia, Annual Report, 1953 
(Chairman’s Address). 

(39) Bank of New South Wales, Annual Report, 1950, 
Pp. 20. 
(40) Bank of New South Wales, Annual Report, 1953, 
p. 18. 

(41) National Bank, Annual Report, 1952, p. 6. 

(42) Bank of New South Wales, Annual Report, 1952, 


p. Ig. 


with their « tradition and accumulated expe- 
rience. The banks are in close touch with the 
business community and understand its legi- 
timate needes » (43). 

Besides these general demands for curtail- 
ment of the central bank’s special account 
powers, the trading banks had two particular 
grievances. One was the very large « uncalled 
liability », amounting to about {£ 550 million 
at the end of 1952, that had accumulated since 
1945 through the failure of the central bank 
to call to special accounts the maximum 
amount it was legally entitled to call. The 
trading banks saw, or professed to see, in 
this « liability» a threat to their existence. 
As one commentator has put it: «if it had 
been clearly recognised by all concerned that 
Special Accounts were to be used only to pre- 
vent inflation and not to cause deflation and 
if no party politics had entered the situation, 
there would have been no cause for alarm... 
However, the abortive attempt in 1947 to 
nationalise banking business in Australia... 
made supporters of private enterprise very 
anxious about the future of banking. The 
existence of the large uncalled liability on 
Special Accounts at the end of 1952 seemed 
a real danger; a Labour Government in the 
future, even without an Act to nationalise the 
banks, could have gradually squeezed the pri- 
vate banks out of business. By using the 
Special Account powers of the Commonwealth 
Bank, under the Banking Act of 1945, a 
government could have forced the private 
banks first to sell their government securities 
and then recall their advances. To prevent a 
depression the Commonwealth Bank would 
have increased its advances and taken over the 
private banks’ customers » (44). 

The private banks’ other grievance was the 
Commonwealth Bank’s trading banking acti- 
vities. Since 1945 the Commonwealth Bank 
had resumed active competition for ordinary 


(43) Bank of New South Wales, Annual Report, 1951, 
p. II. 

(44) Girrorpv, Woop & Rerrsma, Australian Banking, 2nd 
edition, Brisbane, 1955, p. 132- 
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banking business. The private trading banks 
bitterly resented this competition which they 
claimed to be unfair on the grounds that the 
Commonwealth Bank, in its trading bank 
capacity, enjoyed the advantage of the know- 
ledge it obtained as a central bank and that 
it was formally exempt from legal central 
bank controls, including the special account 
power. They demanded separation of the 
central and trading bank functions of the 
Commonwealth Bank and the subjection of 
the Commonwealth trading bank to the same 
controls as applied to themselves. 

The Menzies-Fadden Government went 
some way towards granting all these demands 
in amending legislation to the 1945 Banking 
Acts which became law at the end of April 
1953. A separate Commonwealth Trading 
Bank was formed, though it remained under 
the control of the Governor and Board of the 
Commonwealth Bank; the Commonwealth 
Trading Bank was made subject to all central 
bank controls of the trading banks, including 
special accounts; the accumulated uncalled 
liability of the trading banks was wiped out, 
and a new procedure was laid down designed 
to limit the amount callable to special accounts 
at any time and prevent the renewed growth 
of uncalled liabilities from year to year. 

Henceforth, special accounts were to vary 
with trading bank deposits, instead of with 
assets as hitherto. The maximum callable was 
to be the initial amount on special account 
(totalling £ 171 million) on October 10, 1952, 
plus 75° (in place of the former 100°) of 
any imcrease in each trading bank’s deposits 
(or minus 75°/ of any decrease), with the 
proviso that any uncalled liability of a trading 
bank at the end of September of each year 
was to be cancelled which exceeded 10% of 
its deposits in the preceding August (45). The 
Act also eliminated the former statutory limit 
of 17/6d. per cent. to interest payable on 
special accounts and required the central bank 
to inform the trading banks during each finan- 


(45) This is merely the gist of the complicated new for- 
mula; for further details see Banking Act, 1953, and GrrrorD, 
Woop & RerrsMa, op. cit., pp. 133ff. 


cial year, in confidence, of its estimates of 
movements during that financial year in the 
total deposits and liquid assets of all banks, 
and of likely changes in the aggregate Special 
Accounts of all banks during each _half- 
year (46). 

Most of these changes in the special ac- 
count procedure mattered little . The cancella- 
tion of the accumulated uncalled liability was 
reasonable, but of political rather than central 
banking significance. The same applied to 
the extension of the special account power to 
the Commonwealth Trading Bank which the 
latter had anticipated since July 1952 by volun- 
tary deposits of the appropriate amount. The 
change-over from asset to deposit increases as 
the base for calculating the maximum callable 
meant that new capital issues by the trading 
banks, of which virtually none had been made 
in the post-war years but on which all of them 
embarked on a large scale from July 1953 
onwards, would no longer increase their spe- 
cial account liability; although circumstance: 
were conceivable in which a trading bank 
could use the proceeds of a capital issue 
temporarily to escape central bank restraint 
in its liquidity, this also was unlikely to 
weaken central bank control significantly. 

The one important change was the limita- 
tion imposed upon the proportion of any in- 
crease in trading bank funds which the central 
bank could immobilise in special accounts. 
Before 1953, it had had the power to freeze 
100° of any such increase, and once a sub- 
stantial uncalled liability had accumulated, 
actually to reduce trading bank liquidity from 
any given level. The new formula did not 
restrict the central bank’s power to call as 
much as might appear at first sight. Calls 
of 100° or more of increases in trading bank 
deposits would still be possible whenever a 
significant portion of the amount callable had 
not been called in the year prior to the preced- 
ing September 30 (up to 10% of the trading 
bank’s August deposits) or since the preceding 
October 1. But if no such uncalled liability 


(46) Commonwealth Bank, Annual Report, 1953, pp. 22f. 
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had developed, the 75% limit became effective 
and could become a significant constraint 
upon central bank control of trading bank 
liquidity; particularly in the first year, 1953, 
when, in the nature of the formula, no reserve 
uncalled liability was available. 

It was this feature of the 1953 legislation 
which probably operated as one contributory 
motive for the adoption of the new special 
account policy in 1952-53. Although the new 
legislation did not become operative until 
April 29, 1953, its main features were announc- 
ed by the Prime Minister in November 1952 
and must have been known to the Bank even 
earlier. 

Before proceeding to examine how it work- 
ed out it practice, one other aspect of the 
Commonwealth Bank’s new special account 
policy needs to be mentioned. This was the 
change in the principle of distribution of spe- 
cial accounts between the individual trading 
banks which was made at that time. It will 
be recalled that about 1948, the central bank 
had evolved the SACT ratio as the criterion 
for allocating calls to special accounts among 
the trading banks. This ratio still provided 
the basis for distribution of the releases from 
special accounts in the first months of 1952. 
But in the latter half of 1952, the central bank 
moved towards a new criterion which became 
established in 1953 and has been used ever 
since: an equal ratio of special accounts to 
deposits for each trading bank. 

‘The SACT ratio which, formally at least, 
discriminated in the severity of special account 
pressure in favour of banks with holdings of 
treasury bills clearly lost its point under the 
new regime, under which all trading banks 
were committed to a 25° LGS ratio but free 
to distribute this 25°/ between cash, treasury 
bills and government securities as they pleased. 
The new principle, of an equal ratio of special 
accounts to deposits, was as liable as the SACT 
ratio to yield very different « severity ratios » 
for different banks, and could be regarded as 
« unfair » if the severity ratio was adopted as 
the criterion of fairness. For with an equal 
special account-deposits ratio, a bank which 


was gaining deposits at the expense of other 
banks would experience a fall in its severity 
ratio, relative to those of the other banks. 
But there was no a priori reason for regarding 
the severity ratio as the more appropriate 
criterion of equity than the special account 
ratio, and the latter had the decided merit 
that it was much more likely to do rough 
justice in the longer run. The adoption of 
an equal severity ratio as the guiding principle 
would have been unfair to banks which hap- 
pened to gain business in periods of generally 
high ratios (strong central bank pressure) as 
compared with those banks which happened 
to gain in periods of generally low ratios. It 
could also be justified on the ground that it 
was identical with the principle of distribution 
implicit in the conventional system of mini- 
mum reserve ratios for which some of the 
private trading banks themselves had recently 
expressed a preference over the special account 
procedure (47). The point would not be worth 
discussing at this length had it not become 
a matter of political controversy in the next 
two years because of the unfortunate coinci- 
dence that it was the Commonwealth Trad- 
ing Bank which derived the chief benefit 
from the principle that had been adopted. 


6. Renewed Inflation, 1953-55. 


The financial year 1952-53 saw a very 
satisfactory recovery of the Australian economy 
from the recession, helped by an unexpected 
surplus of nearly £ 200 million in the balance 
of payments and by an expansionary budget 
policy, as well as by the central bank’s vigo- 
rous injection of money into the system. The 
inflation had been halted, and during the 
first half of 1953, something like internal 
balance was achieved for the first time for 
very many years. With the elimination of ex- 
cess demand, the wage-price spiral soon peter- 
ed out of its own accord, so that wage and 


(47) Bank of New South Wales, Annual Report, 1953, 
p- 18; Commercial Banking Company of Sydney, Annual 
Report, 1953. 
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price stability had been virtually attained by 
the time the Arbitration Court suspended 
automatic cost-of-living adjustments of the 
basic wage. 

The central bank resumed calls to special 
accounts in January 1953. In the face of a 
rapid increase in the trading banks’ liquid 
assets and deposits, which resulted from unex- 
pectedly high export earnings, the substantial 
calls between January and April, totalling 
£145 million, were no more than sufficient 
to reduce the banks’ LGS ratios from 30°, 
to the new target level of one-quarter. They 
left the banks with ample funds to meet all 
current demand for eligible advances. But 
it is of interest to note that, during these 
months, the central bank could not have 
called more even if it had wished. The 
restrictive effect of the 1953 legislation had 
made itself felt. « By the end of the financial 
year the Commonwealth Bank’s then existing 
powers to call to the bank’s Special Accounts 
had been exercised virtually to the full extent. 
Consequently, practically the whole of the 
banks’ holdings of liquid assets and govern- 
ment securities, representing 24 per cent. of 
deposits, were not subject to control by Spe- 
cial Account » (48). The experience seemed 
to justify the decision to rely on voluntary 
adherence by the trading banks to a 25% 
liquid asset ratio. 

The year 1953-54, taken as a whole, repre- 
sents an almost ideal picture of rapid economic 
growth under conditions of internal and 
external balance. Thanks to a substantial 
increase in rural as well as industrial produc- 
tivity, national income rose by 5° with 
almost stable prices. There was full employ- 
ment without inflation and external balance 
with gradual relaxation of import restrictions. 

This overall picture, however, conceals the 
fact that the last months of the year saw the 
beginnings of a domestic investment boom 
which, in the following year, assumed the 
most serious proportions, causing a severe 
balance of payments crisis and renewal of the 


(48) Commonwealth Bank, Annual Report, 1953, p. 26. 


post-war inflation. From 1953-54 to 1954-55, 
gross private investment in fixed capital rose 
by £110 million or 15% and in stocks by 
£ 85 million, consumption by £ 268 million 
(9%), company profits by 129, and incomes 
of unincorporated businesses (other than far- 
mers) by 81494. There was increasing pres- 
sure of demand for labour, reflected in a rise 
of unfilled vacancies from 23,000 in June 
1953 to nearly 60,000 in June 1955. Domestic 
excess demand spilled over into imports 
which rose from a monthly average of £ 40 
million in 1952-53 to one of £ 75 million in 
the first half of 1955. The rise in imports, 
accompanied by sagging export prices, produc- 
ed a drain on external reserves of f 142 
million, despite unusually high capital inflow 
of £114 million, and necessitated the reim- 
positions of increasingly severe import restric- 
tions from October 1954 onwards. From the 
beginning of 1955, wages resumed their up- 
ward movement, chiefly through rising above 
award payments, followed by corresponding 
increases in retail prices (49). 

The task of keeping this boom under 
control put the new special account policy to 
a severe test. It failed completely. During the 
first quarter of 1953-54, the usual seasonal 
decline in bank deposits reduced the maximum 
amounts which the central bank could, under 
the 1953 legislation, hold in special accounts 
and compelled it to make statutory releases 
totalling {£50 million. With the seasonal 
rise in deposits, the central bank was able to 
call £ 90 million between January and March 
1954. (Contrary to the intentions of the new 
special account policy, the exigencies of the 
1953 legislation, therefore, again led to seasonal 
variations in the level of special accounts). 

Throughout the year, bank advances, which 
had fallen slightly in the six months to June 
1953, rose extremely rapidly, by £ 123 million 
in all. The calls to special accounts during 
the last months of the year were, in conformity 


(49) For a general analysis of the 1954-56 boom, see R. I. 
Downinc, The Australian Economy, March 1956, « Economic 
Record », May 1956; also Australia, 1956: An Economic 
Survey, Government Printer, Canberra, 1956. 
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with the new policy, aimed at reducing the 
trading banks’ LGS ratios below the target 
ratio of 25% — they were down to 21% 
at the end of June — and thus compel them, 
if they were to adhere to the new convention, 
to restrain the increase in advances. The same 
policy was continued during the first half of 
1954-55. As the balance of payments deficit 
and consequent decline in international reser- 
ves reduced the liquid assets of the trading 
banks from May 1954 onwards, the central 
bank, under the old special account policy, 
would have allowed the banks to feel all or 
most of this pressure on their liquidity in 
order to limit the funds available to them for 
expansion of advances; special accounts would 
have been held constant or even increased. 
Under the new policy, the central bank’s 
task was merely to maintain sufficient special 
account pressure to keep the signal for a 
restrictive advance policy hoisted by holding 
the trading banks’ LGS ratio below 25%. 
Accordingly, from May 1954 on, the central 
bank released funds from special accounts at 
a rate which kept the special account ratio 
approximately constant, first at 24°/ and after 
November 1954 at about 20%. 

The only effect was that bank advances 
increased by a further £ 100 million between 
April and December 1954. Under boom pres- 
sure of demand for advances, most of the 
trading banks simply abandoned the new 
convention and allowed their LGS ratios to 
fall. Over the year 1954-55 the private trad- 
ing banks’ LGS ratio averaged only 18%, 
with a seasonal high of 21.5% and a seasonal 
low of 16%. The only banks which kept 
their LGS ratios at or above the agreed level 
were the Commonwealth Trading Bank and 
the Commercial Banking Company of Sydney, 
though there were wide variations even among 
the other banks’ figures. As in the first post- 
war inflation, the Melbourne banks, and 
particularly the two London head office banks, 
went furthest in allowing their advances to 
rise at the expense of their liquidity, the E.S. 
& A. Bank finding itself in June 1955 with 


a ratio of liquid assets and government securi- 
ties to deposits of only 6.4%. 

The Commonwealth Bank’s attempt to 
reconstitute central banking in Australia on 
the basis of voluntary co-operation by the 
trading banks through adherence to a conven- 
tional liquid asset ratio had signally failed. 

The immediate reason for the failure was, 
of course, the refusal of the majority of the 
private trading banks to follow the central 
bank’s policy. Even if, as some of them have 
claimed since, they did not regard themselves 
as having entered into a binding agreement to 
observe the 259%, LGS rule in their earlier 
discussions with the central bank, they cannot 
have been in any doubt as to the policy which 
the central bank wished them to follow. Nor 
is there much substance in the argument that 
the central bank could not expect the trading 
banks to work to a uniform liquid asset ratio 
as high as 259%. While it is true that this 
ratio was higher than some of the banks had 
customarily maintained, and that there had 
always been a wide divergence of ratios among 
the banks, there is also some reason to believe 
that the trading banks could not agree among 
themselves on, and were not prepared to 
accept, a procedure by which each bank 
would have nominated the LGS ratio to which 
it would work. The brute fact is that most 
of the trading banks still, at heart, felt about 
central banking much as, according to Giblin, 
they had done in the "thirties: « While consi- 
deration for profits and prestige was in part 
responsible for this resolve [to fight effective 
control of their credit policy by the central 
bank], with some banks at least it was almost 
sanctified by the conviction that their judg- 
ments on the appropriate monetary policy in 
any given circumstances were better than that 
of the Commonwealth Bank » (50). 


(50) Gratin, op. cit., p. 228; cf. also the Bank of New 
South Wales’ criticism of the central bank’s 25% LGS ratio 
policy (Annual Report, 1954, pp. 18f.): « With the special 
accounts in September equivalent to about 23°% of deposits, 
the maintenance in addition of such a high ratio of free liquid 
assets ignores the realities of seasonal movements » — the Bank 
of N.S.W. seems momentarily to have forgotten that the central 
bank’s request for an average 25% ratio over the year explicitly 
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A number of factors aggravated the pro- 
blem in 1954-55. One was again the inade- 
quacy of the trading banks’ own control over 
their advances under the overdraft system 
which Dr. Coombs had mentioned as one of 
the lessons of the years 1948-51 (51). It is 
said that one of the private trading banks 
found its advances rising by a further 7% 
for this reason after its head office had, 
towards the end of 1954, adopted a strict po- 
licy of holding advances at their current level. 

Another was the fact that, during this pe- 
riod, the Commonwealth Trading Bank was 
steadily gaining deposits relatively to the pri- 
vate banks and was therefore able to expand 
advances more rapidly than some of the latter 
while being subjected to the same special 
account policy and yet adhering strictly to the 
agreed LGS ratio — indeed throughout the 
period it maintained a substantially higher 
degree of liquidity than the private trading 
banks (52). Whatever the reasons for its 
gains of business — the greater freedom of 
action which the recent separation from the 
central bank had given it and its association 
with the Commonwealth Savings Bank in 
banches all over the country were probably 
the most important — its successful competi- 


allowed for seasonal variations around this average — « and 
the positive part the banks must play in development of the 
Australian economy through the time-honoured system of flex- 
ible advances. It appears only too evident that the central bank 
bases its theories on an experience which may not be entircly 
appropriate to dynamic expansion ». 

(51) See above, p. 245-46. 

(52) The Commonwealth Trading Bank’s LGS ratio com- 
pared as follows with the average ratio of the private trading 
banks: 


C. a. Private 


ee 42.0 26.2 
pew I, TD a 19.6 
RO is) oh a Se. 7 34-4 20.5 
Sl ac ic tke Soh at 33-2 16.6 
ue cl ls 29.7 21.1 
ro ae 17.0 


The Commonwealth Trading Bank’s share in the total 
deposits of the cight major trading banks rose by 17% from 
10.63% in January 1954 to 12.44% in June 1956; its share in 
total advances rose by only 5.5% from 8.67% in June 1954 
to 9.15% in June 1956. (Its share in total advances between 
January 1954 and June 1956 actually fell, but its share has 
generally been lower in June than in January, presumably 
because of its relatively smaller export business). 


tion inevitably made the private banks more 
reluctant than ever to restrain their own 
competition for advances. Perhaps it would 
have been wise in the circumstances for the 
central bank to discriminate against the Com- 
monwealth Trading Bank, even though such 
discrimination would have been strongly and 
rightly attacked had it been directed against 
a private trading bank in the same conditions; 
indeed such discrimination was applied in 
January 1955 when the Board ordered the 
Commonwealth Trading Bank not to increase 
its share of total advances further, however 
much its share of deposits increased. But 
while such action would have deprived the 
private trading banks of a debating point, it 
is doubtful whether it would have made much 
difference to their policies. 

The basic difficulty, which provided a 
legitimate partial defence for the trading 
banks (as well as the central Bank), was the 
enormous pressure of demand for bank credit 
in an otherwise uncontrolled development and 
investment boom. A boom stimulated by a 
large migration intake, tax reduction and 
every official encouragement to private invest- 
ment, in the face oi falling farm incomes 
and savings, could not be held back by con- 
trols of bank credit alone, certainly not with- 
out causing serious distortions in the economy 
and injustice to forms of business dependent 
on bank credit. The trading banks not un- 
reasonably camplained that, while they were 
being asked to restrain advances, hire-purchase 
finance companies were bidding away funds 
from the banks’ deposits at uncontrolled in- 
terest rates and using them to expand credit 
at the rate of £ 60 million in one year (1954- 
1955), and that other businesses, unable to 
obtain bank credit, turned to large scale issues 
of debentures. 

The rise in interest rates in the uncontrolled 
sectors of the capital market also increased 
the difficulties arising from another aspect of 
government policy, insistence on the main- 
tenance of the current level of government 
bond yield and bank interest rates. During 
1954-55, the central bank had been able to 











256 Banca Nazionale del Lavoro 


offset the effects of rising bank advances on 
the liquidity of the public to some extent by 
sales of securities in the open market. But 
in the latter half of 1955, as bank credit 
became tighter, it was driven into the same 
dilemma as in 1951: in order td support the 
bond market, it had to buy an increasing 
volume of bonds, thus undermining its own 
policy of credit restraint. It was not until 
March 1956 that the Government, which 
earlier had confined itself to a policy of 
exhortation, was persuaded to permit interest 
rates to rise and to resort to disinflationary 
taxation in a supplementary budget (53). 

It is fair to say that the ultimate respon- 
sibility for the renewal of inflation in 1954- 
1955 lies neither with the central bank nor 
with the trading banks, but with the Govern- 
ment’s failure to take any disinflationary 
action in its own sphere, whether through 
budget policy, direct controls, or an adjust- 
ment in the rate of immigration and deve- 
lopment, thus throwing an impossible burden 
on monetary policy. 

Despite its evident failure, the central bank 
— with a patience which was perhaps mis- 
placed in the circumstances — persevered 
with the 25°%% LGS ratio policy into the new 
financial year, making further seasonal releases 
from special accounts during June-August 
1955. In the second half of 1955, it admitted 
defeat. Those trading banks which had not 
adhered to the 25°, LGS ratio had, by the 
middle of 1955, reached the limit to which 
they could allow their liquidity to fall for 
their own safety, and the rise in advances 
ceased. The central bank now reverted to 
the earlier policy of using the special account 
procedure for direct quantitative control of 
trading bank liquidity — for the remainder 
of 1955-56 it aimed at keeping the trading 
banks’ special account ratio at 189, — but 
with two important differences. 

In the first place, it retained equal special 
account ratios as the principle of distribution 


(53) Cf. on the economic policy background, Downine, 
op. ait. 


of special account calls between the various 
trading banks. In the second place, it decided 
to relieve the rigidity of an equal special 
account ratio for all trading banks by stand- 
ing ready, as in 194851, to make loans to 
trading banks, but now at a rate of interest, 
somewhat above bank advance rate, which 
would have a deterrent effect. The new policy 
appears to have had the desired effect (54). 
It has given relief to banks in severe liquidity 
trouble, but has kept down resort to central 
bank credit to the minimum and for short 
periods only (55). 

With the latest revision of special account 
policy, the wheel has come full circle. For 
all practical purposes, the special account pro- 
cedure has been adapted to operate, for the 
time being, exactly like variable minimum 
reserve ratios coupled with central bank loans 
at penal rates. The Commonwealth Bank 
has, in fact, adopted the central banking 
technique in use in New Zealand. 


7. Conclusions. 


We have now examined the operation of 
the special account procedure over a period 
of fifteen years. What conclusions can we 
draw about its merits as a central banking 
instrument? 

The first point to emphasise again is that 
the difficulties and partial failures of Austra- 
lian central banking in the post-war years 
were largely beyond the control of the central 
bank and could not have been avoided by 
the most perfect central banking technique. 
Both in 1948-51 and in 1954-56, too much was 
demanded of monetary policy. Even within 
the field of monetary policy, the central bank’s 
task would have been easier had its powers 


(54) In September 1955, quantitative control was reinforced 
by the re-imposition of qualitative control of advances which 
had been abandoned in 1952 (though in the form of « requests » 
in place of the former « directives » to trading banks). 

(55) In 1955, only the E.S. & A. and A.N.Z. Banks 
borrowed small amounts (approx. £1 million) for short periods; 
from April 1955 for some months, rather larger amounts were 
borrowed by these two banks, as well as the National Bank, 
with a peak of about £18.5 million in June. 
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extended beyond the trading banks to other 
rapidly growing sectors of the capital market 
and had it not been hampered in its policy 
of monetary restraint at two crucial periods 
by the obligation to support the existing level 
of bond prices. 

Turning now more specifically to the spe- 
cial account procedure, the most striking im- 
pression is the variety of different special 
account policies with which the central bank 
experimented over the post-war years. In one 
sense, the fact that the device could so easily 
be used in so many different ways is a tribute 
to its flexibility (56). But this is perhaps tak- 
ing too complacent a view. The fact is that 
none of the various uses of special accounts 
between 1945 and 1955 proved effective in 
controlling bank credit expansion. During the 
first post-war inflation, when it was used as 
a direct control of trading bank liquidity, its 
efficacy was reduced by reluctance to apply 
it too drastically and by unrestrained resort 
by trading banks to central bank credit. Dur- 
ing the second post-war inflation, when it 
was used as a signal to the trading banks, 
in reliance on their voluntary co-operation, it 
failed because this co-operation was not forth- 
coming. It is arguable that the central bank 
has only now worked its way to what may 
be the only practicable special account policy 
for restraint, a policy of uniform strong special 
account pressure on trading bank liquidity 
coupled with readiness to lend at penal rates, 
in other words, the policy which assimilates 
special accounts to minimum reserve ra- 


tios (57). 


(56) This is E. F. Hersert’s view, op. cit., p. 91. 

(57) It is interesting to note that, according to Giblin, the 
Royal Commission of 1936 had already canvassed this method 
of overcoming the objection to minimum reserve ratios, though 
without very clear appreciation either of the inescapable obligat- 
ion of the central bank to act as lender of last resort or of the 
need for really deterrent rates of interest: « Under pressure it 
was admitted (by the Commonwealth Bank) that a uniform 
variable percentage could be made to work, if the Common- 
wealth Bank advanced on nominal rates to all the trading banks 
which were conforming in policy and let the weight of the 
minimum deposits obligation fall only on the recalcitrants. In 
the same way, even fixed minimum reserves could be made 
effective, if the minimum percentage was fixed at a very high 
figure but normally the trading banks were provided with 
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In another sense, too, the flexibility of the 
special account procedure has proved to be 
somewhat illusory. It will be recalled that, 
in the pre-war discussions, one of the objec- 
tions to the use of minimum reserve ratios in 
Australia had been that uniform ratios for all 
trading banks were inappropriate in view of 
the widely divergent liquidity policies of the 
different banks. A minimum ratio which 
would impose severe pressure on one bank 
would leave another free, by its own liquidity 
standards, to expand advances substantially. 
The special account procedure, it was hoped, 
would overcome this difficulty by permitting 
the central bank to discriminate freely between 
different trading banks. This hope has not 
been fulfilled. Quite soon after the war, the 
central bank found the adoption of some 
principle of « uniform » distribution of special 
account calls a political necessity. The prin- 
ciple, moreover, to which it has come round, 
for the present at any rate, is the very principle 
of minimum reserve ratios — equal ratios of 
special accounts to deposits. The answer to 
the original objection has been found to be, 
neither discriminatory pressure on different 
banks nor voluntary acceptance by the banks 
of uniform liquidity ratios, but uniform re- 
serve ratios combined with central bank will- 
ingness to act as lender of last resort at penal 
rates, 

Our conclusions, then, are remarkably 
similar to those reached by the recent New 
Zealand Royal Commission. « It was unwise 
to rely on this form of restraint (voluntary 
co-operation from competitive trading banks) 
in a situation where competitive trading banks, 
holding substantial excess cash reserves, were 
confronted with a very strong demand for 
advances from credit-worthy borrowers » (58). 
The appropriate policy for the central bank 


in such circumstances is a firm policy of « re- 


funds at nominal rates. The rate could be stiffened or the 
funds withdrawn if any bank offended against central bank 
policy » (op. ait., pp. 221f.). At the time, however, the trading 
banks’ stand against borrowing from the central bank was 
regarded as an immovable obstacle. 

(58) Royal Commission, Report, para. 386. 
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ducing the margin of free cash available to 
the banks to a very low level» (59) and, 
while ready to act as lender of last resort, 
imposing « an interest rate for trading bank 
borrowing from the (Central) Bank that 
(makes) it unprofitable for the banks to ex- 
pand their advances unduly » (60). 

If the special account procedure is to be 
used exactly like a system of variable mi- 
nimum reserve ratios, it may be asked whe- 
ther Australia might not do well to make the 
change in law as well as in practice. There 
is one minor advantage to be gained from 
such a change. It arises from the fact men- 
tioned before that the trading banks and their 
political supporters have been able to use, as 
a debating point against the Commonwealth 
Bank, the argument that the Commonwealth 
Bank « borrows » from the banks (on special 
accounts) at %4°% and lends « their money 
back to them » at 33%4% (61). Open use of 
penal rates on central bank loans — it should 
perhaps be mentioned here that the Common- 
wealth Bank has so far refrained from the 
New Zealand Reserve Bank’s practice of pu- 
blishing changes in its « discount rate » for 
their psychological effect — would reinforce 
this silly but politically effective argument 
which might be less plausible, even to the 
most gullible, if frozen balances were called 
« trading bank minimum reserves » rather 
than « special deposits with the Common- 
wealth Bank ». 

But the balance of advantage seems to be 
overwhelmingly against a legislative change. 
In the political climate surrounding banking 
in Australia, the less legislation about banking 
the better; the risk of changes which would 
still further hamper the central bank far out- 
weighs the advantages that might be gained. 
Moreover, our conclusion in favour of the 
present special account policy is necessarily a 


(59) Ibid., para. 389. 

(60) Ibid., para. 418. 

(61) Cf. E.S. & A. Bank, Annual Report, 1949: « We 
continue to pay interest at 334% per annum on the funds 
deposited with us, and to receive % per cent. per annum on 
the balance of our Special Account. The effect on our earnings 
is obvious... ». 
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tentative one. It is possible that changing 
circumstances may make further modification 
of special account policy desirable. The central 
bank’s legal powers under the special account 
procedure, though somewhat restricted since 
1953, still give more legal scope for adapta- 
tions of policy, including when necessary and 
expedient occasional discrimination between 
different trading banks, than any legislation 
providing for variable legal minimum reserve 
ratios is likely to afford. 
H.W. Arnpt 


POSTSCRIPT 


Since this paper was written, the Common- 
wealth Bank, in its 1956 Annual Report, has 
announced yet another change in special ac- 
count policy. «Each bank has assured the 
Central Bank that its policy will be directed 
to ensuring that its LGS ratio will not fall 
below an agreed uniform minimum. Such 
an assurance provides a firmer and more cer- 
tain base for Special Account policy and, as 
a result, smaller changes in Special Accounts 
are needed than might otherwise be required... 
It may be necessary from time to time for 
some banks to borrow from the Central Bank 
to ensure that their LGS ratios do not fall 
below the minimum during the lean period 
of the year. Marginal loans of this kind can 
be justified as necessary to provide time for 
a change in policy to become effective. Con- 
tinued dependence on Central Bank loans for 
significant periods calls for an adjustment of 
a bank’s general trading policy » (62). 

The announcement has been greeted as a 
« second try at liquidity ratios » (63). It does 
suggest, at first sight, that the Commonwealth 
Bank is making another attempt at operating 
special accounts on the basis of voluntary 
adherence by the trading banks to a conven- 
tional liquid assets ratio, and that on this 
occasion the trading banks have entered firmly 


(62) Commonwealth Bank, Annual Report, 1956, pp. 178. 
(63) Sydney Morning Herald, September 12, 1956, p. 10. 
(64) Ibid. 
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into the agreement, without reservations or 
misunderstandings. But the new agreement 
is, in fact, a mere shadow of the 25°, average 
LGS ratio policy of 1954. 

The Commonwealth Bank has not announc- 
ed the new agreed LGS ratio, but it has 
been suggested that it is something like 
14% (64). Not only is this very much lower 
than the 1954 ratio of 25°, lower in fact than 
the LGS ratios which all but two or three 
of the trading banks would, of their own 
accord, regard as safe, but it is to be treated 
as a minimum, not as in 1954 as an annual 
average. It is this fact which makes all the 
difference. 

Strict adherence to a conventional average 
liquidity ratio compels each trading bank to 
adjust its advance policy to every change in 
special accounts which reduces its ratio below 
or raises it above the conventional level. An 
agreed minimum ratio leaves a trading bank 
quite free to heed or ignore special account 
changes in its advance policy unless and until 
its LGS ratio is at or near the agreed mi- 
nimum. It is, in fact, irrelevant to banks 
which, for their own reasons, will not in any 
case allow their liquidity to fall to or below 
the agreed minimum. 

Its sole effect is to raise to 14°/ the mi- 
nimum LGS ratios of the three banks which 
in the past have at times been willing to allow 
their LGS ratios to fall below this level. This 
may help the central bank in a small way. 
Until now it could never be sure just what 
each trading bank regarded as its own safe 
minimum ratio; henceforth it will know that 
the minimum is not going to be less than 
14% for any bank. The 14% minimum 
should also mean that there will be no need 
to make calls on all banks merely to impose 
restraint on two or three banks which, in 
pursuit of advance business, are allowing their 
liquidity to fall below 14°%. To that extent, 


the convention somewhat alleviates the central 
bank’s dilemma arising from the widely diver- 
gent policies of the several trading banks and 
its own reluctance to discriminate between 
them in special account calls. But that, as 
far as one can tell, is the only immediate 
advantage which the central bank can hope 
to gain from the agreement. 

The agreement, in fact, is not a second 
attempt at the 1954 policy of voluntary co- 
operation on the English textbook model. 
The Commonwealth Bank’s policy remains 
substantially that recommended in the con- 
clusion of this paper (and by the New Zealand 
Royal Commission) of using special accounts 
as a form of direct quantitative control of 
trading bank liquidity and relieving the rigi- 
dity of uniform calls-to special accounts by 
central bank loans at penal rates. 

One may speculate that the central bank 
has this time contented itself with a very 
modest convention to which it could obtain 
the agreement of all the banks, in the hope 
that, once the trading banks accustom them- 
selves to operating this convention, they may 
in due course be induced to accept and abide 
by a more substantial one. For anyone who 
holds the view that central banking cannot, 
in the long run, operate effectively without 
the voluntary co-operation of the trading 
banks, this is undoubtedly the most promising 
strategy. But it must be recognised that on 
this occasion only two or three of the trading 
banks have given anything away. The crucial 
test of a policy of voluntary co-operation is 
a convention under which the trading banks 
effectively surrender to the central bank the 
right to determine when and by how much 
aggregate bank credit is to be expanded or 
curtailed, and that means a convention based 
on average, not minimum, liquidity ratios. 


H.W. A. 
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ITALIAN BUDGET SUMMARY 
(billion lire) Table A 


















































Revenue "= Expenditure Deficit 

Peat geet Assessed Obligated Obligated 

st Jul Movement pen me M Cash 

I y vemen! ovement 

Current of capital (a) Current of capital (a) Current of capital Total 
1948-49 1,015 45 1,020 1,519 98 1,440 — 504 — 53 |—557 — 402 
1949-50 1,419 252 1,618.2 1,716 232 1,703.9 | — 297 + 20 |—277 — 85.7 
1950-51 1,720 272 1,658.4 1,894 319 1,820.0 | — 174 — 47 — 221 — 161.6 
1951-52 1,737 336 1,976.4 2,129 305 2,308.4 | — 392 + 31 — 361 — 332.0 
1952-53 1,806 305 2,402.0 2,302 119 2,639.4 | — 495 + 185 — 310 — 237.4 
1953-54 2,000 338 2,300.3 2,325 182 2433-8 | — 325 + 156 — 169 — 133-5 
1954-55 2,263 302 2.497,6 2,673 116 2,517-4 |— 410 + 186 — 224 — 19.8 
1955-56 2,510 242 2,654.8 2,810 9! 2,809.4 | — 300 + 151 — 149 — 154.6 
| 1956-57 (b)| 2,648 29.5 aoe 2,921 78.9 o0e — 273 — 49-4 |— 322.4 — | 





(a) Current revenue (or payment) and movement of capital; on year account and arrears. 
(b) Estimated at October 31, 1956. 
Source; Conto Riassuntivo del Tesoro. 


ITALIAN DOMESTIC PUBLIC DEBT 
(billion lire - Index Numbers, 1948 = 100) 















































Consolidated debt 'F Floating debt - Total of domestic 
Unredeem- bl Interest} Ad- Total Treas- public debt 
End able Redeemable | ‘Treas. | bearing| vances aT. CL. 
of period — ury jcurrent| by the 
A- A- bills ac- | Bank | Amount] IN. notes | Amount LN. 
mount | ©N- | mount | /N- counts | of Italy 
1948 - Jume .. . 53 100 419 | 100 483 295 | 473 1,251 100 7-1 | 1,730.1 “100 
1952 -Jume ... 53 100 820 | 196 920 822] 471 2,213 177 15.0| 3,110 178 
1953 -Jume ... 53 100 | 1,025 | 245 908 998 | 449 2,355 188 38.2| 3,471 201 
1954 -Jume ... 53-..| 100 | 1,212| 289 998 | 1,052 | 538 2,589 207 46.5 | 3,811 220 
1955 -Jume .../| 53 100 | 1,498 | 357 | 1,064 | 1,016 | 570 2,650 212 56.4] 4,257 246 
1956 -Jume ... 53 100 | 1,704 | 407 | 1,141 | 1,118 | 512 2,771 221 46.7| 4,575 264 
er 53''| 100 | 1,704| 407 | 1,140 | 1,110 | 478 2,728 218 46.7| 4,532 262 
August. . 53 100 | 1,704] 407 | 1,143 | 1,142] 448 2,733 218 46,7 4,537 262 
September. 53 100 | 1,712 | 409 | 1,156 | 1,162 | 48x 2,799 224 46.7| 4,610 266 
October . . 53 100 | 1,712 | 409 | 1,155 | 1,164 | 448 2,767 221 46.7| 4,579 265 














Source: Conto riassuntivo del Tesoro. 


DEPOSITS AND CURRENT ACCOUNTS IN ITALIAN BANKING SYSTEM AND POSTAL SAVINGS BANKS 










































































(Index numbers, 1938= 1) Table C 
a 2 Banking System (a) Postal Savings Banks 
Deposits ——— ‘b) Total Deposits p eanennd Total Percent 
Bnd ot Pert Fraon #™°*| pcrtion #0463] pinson index! p.  lindex| —index| » [Index| deposits and 
va _ os _ ibe .».  |Index| deposits a 
Billion seams Billion — Billion athe Billion setts Billion a Billion num-| c/a of bank- 
lire | pbers| lire | bers} lire | bers | lire | bers | lire | bers | lire | bers | ing system 
1953 December . . . . | 2,021| 53 | 1,893] 111 | 3,915] 71 | 1,147| 39 | 276 | 250| 1,423] 47 36.3 
1954 December . . . . | 2,341| 61 | 2,132] 125 | 4,473) 81 | 1,263) 43 | 252 | 229] 1,515| 50 33-8 
1955 December . . . . | 2,722| 71 | 2,432! 143 | 55154] 93) 1,308) 44 | 277 | 251] 1,585) 52 39.7 
1956 March . . . . «| 2,805| 73 | 2,407| 141 | 5,212| 94 | 1,383| 47 | 249 | 226]| 1,632) 54 31.3 
June . . . . . «| 2,885) 75 | 2,457) 144] 55342] 97 | 1,382| 47 | 244 | 222| 1,626) 54 39.4 
July . . - « + «| 2929) 77 | 2454) 144 | 5,383| 97 | 1,383) 47 | 278 | 253) 1,661) 55 30.8 
August . . . . «| 2,969) 78 | 2,470| 145 | 5,.439| 98 | 1,387) 47 | 300 | 273] 1,688) 56 31.0 
September . . . . | 3,001| 79 | 2,528| 149 | 5,529] 100 | 1,389] 48 | 298 | 271 | 1,687| 56 30.5 
October . . . . «| 3,022| 79 | 2,546| 150! 5,568] 101] ... i of swE "Sie $3 - 








(a) The data refer to 365 banks (commercial and savings banks) which hold about 99% of the total deposits collected by all 
Italian banks. 

(b) Inter-bank current accounts are excluded. 

Source: Bollettino of the Bank of Italy. 
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DEPOSITS, CURRENT ACCOUNTS AND MAIN ASSETS OF ITALIAN BANKS (a) 
(millions of lire) Table D 













Items 


31.12.55 31.3.56 | 30.6.56 30.9.56 


Amount outstanding 


Deposits and current accounts 4,547>843 | 4,620,759 | 4,853,280 | 5,153,823 | 5,241,179 


> ; : 593425352 | 5.509.431 
Mains assets of the Italian Banks: 





“aa. 154,935 | 179172 173,267 224,263 | 163,726| 184,877) 169,154 
Banks’ deposits with the Bank of | 
Italy 524,202} 498,048 594,848 554,508| 589,418) 509,442 606,133 


Banks’ dapat with Treasury and 
other Institutions . 











261,631 | 250,888 288,304 293566 | 291,279) 291,236) 320,493 
Government Securities (6) . . 904,562| 911.657 930,145 931,369 | 1,011,845 | 1,068,740 || 1,074,299 
Credits to clients (c). . . . | 3,651,060 | 3,805,961 | 3971.54! | 4,278,127 | 4,288,226 | 4,474,904| 4,615,567 
Index Numbers: 31-12-1948= 100 
Deposits and current accounts . - 299-1 303-9 319.2 | 338.9 344-7 351.4 363.7 
Mains assets of the Italian Banks: | 
Cash... | 190.1 220.6 213.3 276.1 201.6 227.6 | 208.3 
Banks’ deposits with the Bank of 
Italy . | 287.3 272.9 326.0 | 303.9 323-0 | 279.0 | 332-2 
Banks’ deposits with Treasury and | | 
other Institutions .. 314.8 301.9 346.9 353-2 350-5 | 350-4 | 385.6 
Government Securities (b) . . | 229.9 231.7 236.4 236.7 257-2 | 271.6 | 273-1 
Credits to clients (c). . . . 323-3 337-0 351-7. | 378.8 379-7 | 396.2 408.7 


% of deposits and current a/cs 





Mains assets of the Italian Banks: 








| | 
Gam .s...... 3-4 | 3-9 3-6 4-4 3-1 | 355 3-1 
Banks’ deposits with the Bank of | 

ee {| 5 10.8 | 12.5 10.8 11.2 9-5 11.0 
Banks’ deposits with Treasury and a | 

other Institutions 5.8 | 5-4 | 5-9 7 5-5 5-4 5.8 
Government Securities (b) | 198 | 19.7 19.1 18.1 19-3 | 20.0 19-4 
Credits to clients (c) . 80.2 | 81.1 | 1.8 82.2 | 83.7 83.5 


(a) The data refer to 365 banks (commercial and savings banks) which hold about 99% of the total deposits collected by all 
Italian banks. 

(b) Treasury bills and other Government securities. Entered at market values, 

(c) Includes: bills on hand, rediscount at the Bank of Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable on salaries, loans against promissory notes, loans on pawn, mortgage loans, current accounts with sections for special credits, 
non-Government securities, participations. 

Source: Bollettino of the Bank of Italy. 


NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS IN ITALY 




















(Index Numbers, 1938= 100) Table E 
oe Note Circulation (a) | Wholesale prices (€) a Fine gold 
— ee Fd dy Re oom 7 gold 
Y th Amount <4 Living in industry! quotations; ‘Tice o 
- oa Te (billion Index pad eat © «) ? (b) one gram | Index 
lire) (lire) (d) 
1953 - December . | 1,487.9 6,612 5,256 | 5,659 5,678 7573 2,390.9 720 2,769 
1954 - December . | 1,578.4 7,015 5+350 5,921 5,882 8,012 3,089.7 722 2,776 
1955 - December . | 1,712,2 7,609 5,366 | 6,029 6,057 8,158 3749-3 724 2,784 
1956 - March . . | 1,598.3 7,103 5426 6,218 6,254 8,171 3:575-2 725 2,788 
June. . . | 1,589.3 7,063 5,369 6,155 6,299 8,620 39327-3 715 2,750 
July . . . | 1,642.5 7,300 5+331 6,035 6,285 8,620 3442-4 714 2,746 
August . . | 1,636.3 7,272 55397 | 5995 6,288 8,671 3,633.0 717 2,758 
September . | 1,669.7 7,421 5.328 | 6,037 6,305 8,758 | 3579-1 718 2,761 
October. . | 1,685.4 7,482 55343 | 6,074 6,270 8,758 | 3-579.8 718 2,763 


(a) End of year or month. Includes: Bank of Italy notes and Treasury notes; (b) Bollettino of the Bank of Italy; (c) Bol- 
lettino Mensile di Statistica issued by the Central Institute of Statistics; (d) Business Statistics Centre of Florence. 
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PRICES AND YIELDS OF ITALIAN SECURITIES BY MAIN CATEGORIES 
(annual or monthly averages) Table F 























| Government Securities 
Bonds 
a _ _| g-year Treasury pa 
Consolidated Redeemable Bonds _— 
Year or month |——_—_——_— _—— ee OO eee eee 
Price Yield Price Yield Price Yield Price Yield Price Yield 
(index |(per cent} (index (per cent} (index j|(per cent) (index (per cent] (index | (per cent 
number | per an-| number | per an-| number | per an- | number | per an-/ number | per an- 
| *38=100) | num) | '38=100) | num) | °38=100)| num) | "38=100) | num) | '38=100) num) 
1954-4. av. . .| 99.4 5-43 88.7 6.38 85.0 6.22 87.8 6.21 | 2,596.4 5.98 
1955 -a.av. . . 97-1 5-56 87.1 6.50 82.7 6.40 85.3 6.39 | 3,654.1 4-64 
1955 - March . . 97-3 5-55 87.1 6.50 83.2 6.36 85.8 6.35 | 3237-5 5-07 
a. « s 98.2 5.50 87.6 6.46 83.0 6.37 85.7 6.36 | 3,562.7 4-75 
September . 96.3 5-61 88.2 6.42 82.9 6.38 85.7 6.36 | 4,138.2 4.11 
December . 95-9 5.63 84.7 6.68 79-8 6.63 82.6 6.60 | 3,749-3 4-63 
1956 - March . .| 95.4 5-66 83.6 6.77 79-1 6.69 81.7 6.67 | 3,575.2 4-90 
f Jeme. . 92.3 5-85 81.7 6.93 76.3 6.93 79.0 6.90 3327-3 5-44 
a 90.9 5-94 82.0 6.90 76.3 6.93 79-0 6.90 | 3,442.4 5-32 
‘ August . . 89.3 6.05 81.0 6:99 75-4 7.02 78.0 6.99 3,633-0 5-04 
: September . 88.4 6.11 80.6 7-02 73-7 7.18 76.3 7-14 3579-1 5-12 
October . . | 88.5 6.10 81.3 * 6.96 73-5 7-20 76.2 7-15 | 3,579.8 5.18 








{3 Source: Bollettino of the Bank of Italy. 


WHOLESALE PRICES BY GROUPS OF COMMODITIES 





(Index Numbers, 1938= 100) Table G 
ee eee ee eee ee eee eee 
All | Foodstuffs Hides, ‘Raw mater) picls Chemical Bricks, 
: Year on Skins | ials, metal and raw Lum- | Paper Stet 


Textiles | and | and engi- . | materials Glass 
: or month ditic P< Animal Foot- | neering lubri- | “and = | one Ra 
: ies | lle wear | products | —_ ‘Products oan 


| 





1952 a. av. 5,270 | 4,869 | 6,796 | 6,343 | 4,245 6,767 4440 5717 | 8,343 | 6,246 | 7,216 | 4,707 

) 1953 a- av. | 5,250 5,331 | 6,433 | 5,894 | 4,066 | 5,758 4,080 | 5,255 | 8,397| 5,279 | 7.209 | 4.549 
1954 a. av. | 5,293 | 5,265 | 6,959 | 5,691 | 3,804 | 5.414 4:240 | 5,073 | 8,510 5,380 | 7,261 | 4,329 

1955 a. av. 5,320 | 5,368 7,012 5,509 3473 5»756 4357 5.224 | 9,410 | 5,664 7,237 | 4,206 


1956 March | 5,426 5,892 | 6,944 | 5,435 | 3-445 | 5,918 4,612 | §,461 | 9.712 | 5,698 | 7,097 | 4,206 

June 5,369 | 5,851 6,827 5,282 | 3,416 5,850 4,608 5,387 | 9,762 | 5,693 7,091 | 4,206 

July 5.33! | 5,668 | 6,864 | 5,275 | 3,396 | 5,839 | 4,604 | 5.372 | 9,796| 5.521 | 7,089 | 4,206 

August | 5,307 | 5,566 | 6,981 | 5,254 | 3.397 | 5874 | 4,616 | 5,369 | 9,828 | 5.532 | 7,083 | 4,206 

Sept. | 5,328 | 5,546 | 7,182 | 5,250 | 3,480 | 5,903 4642 | 55341 | 9,828 | 5,547 | 7,069 | 4,171 | 

) October | 5,343 | 55549 | 7:309 | 5,275 | 3-468 | 5,032 | 4.712 | 5,305 | 9,839] 5,553 | 7,039 | 4.771 | 
| Source: Bollettino Mensile di Statistica. 









































WAGES AND SALARIES IN ITALY 


(gross remunerations - inclusive of family allowances) 
. (Index Numbers, 1938 = 100) Table H 


1955 1955 195 6 

















Categories —. | _ ia 
A. Av. | March | June Sept. March June | Sept. Oct. 
Industry : 
Specialized workers . . . . . «+ | ° 7,055 7,025 | 7,027 | 7,070 7.126 | 7,513 | 7,655 | 7,655 
Skilled workers . 7775 7,741 | 7,746 | 7,790 7,850 | 8,291 8,417 2,417 
Ordinary workers and semi- “skilled labourers 8,289 8,256 | 8,257 | 8,304 8,371 8,846 8,995 8,995 
Labourers . . 9,010 8,972 | 8,981 9,029 9,097 9,571 9,713 | 9.713 
General index of iedane : on Peadié 8,092 8,058 | 8,062 | 8,108 8,171 8,620 | 8,758 | 8,758 
] Agriculture . . ance  ohes 8,961 8,892 | 8,920 9,944 9,068 | 9,383 9,383 9403 
Government Civil Employee ; 
Group A(a) . . apt o¥i8 5,674 4,793 | 5,611 5,949 6,000 6,000 6,424 6,424 
Group B(b) - - - + «© + + + | $9322 4494 | 5259 | 5532 | 5.569 | 5569 | 5.972 | 5,972 
a nn ne 2 ee 6,390 5.347 | 6,320 6,672 6,714 6,714 7450 7,450 
Subordinate staff . . 7,030 6,057 | 6,991 | 7,280 7:319 | 7,319 | 7,800 | 7,800 


General Index of Guvipes Civil Rashane 6,047 5,090 | 5,988 | 6,307 6,349 | 6.349 | 6,893 | 6,893 


(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile di Statistica. 
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NATIONAL INDEX OF LIVING COST 
(1938 = 100) Table | 


Year or month All Items 





«4. OV. 4s 5,546 
BEA = 8. BY. pais 4 5,654 
RS a Sear 5,806 
1955 - a av. .. . 5,969 
1956 - March . . 6,254 
JURE inp’ 0 6,299 
Septem ‘Be 6,305 
October . . . 6,270 





Source: Bollettino Mensile di Statistica. 

















PERSONS REGISTERED AT LABOUR EXCHANGE OFFICES (*) Table J 
| Class I Class 11 | Class IMI | Class IV | Class V Total 
(a) (b) (c) 


women 


1,342,076 | 619,090 | 146,738 | 59.464 | 50,710 | 2,218,078 | 707,093 
1,223,867 590,157 | 149.477 
1,191,364 | 577:530 | 133-883 | 57,963 | 47.483 | 2,008,223 | 692,653 


1,439,088 612,833 | 131,938 | 62,626 | 51,942 | 2,299,027 | 718,789 


| es 
@ | © | of which 
| | 
| | 
| | 
| 
| 1,479,335 | 660,213 | 124,855 | 66,250 55,718 | 2,386,371 | 723,604 
| 
| 


58,551 | 47,915 | 2,060,967 | 724,320 


1,238,082 599,641 | 118,179 | 63,220 59,399 | 2,069,521 711,811 
61,258 | 47,771 | 2,022,778 | 703,545 
61,716 | 48,684 | 1,992,846 681,119 
63,216 | 49,781 2,000,593 | 681,481 
63,107 | 50,145 | 2,022,059 | 687,886 


| | 


1,216,456 590,602 | 116,691 
1,185,274 584,119 | 113,053 
1,190,860 585,322 | 111,414 
1,209,215 587,733 | 111,860 








} 











(*) On the discrepancies between actual unemployed and persons registered at Labour Exchange Offices, see, i.¢., A. MOLINARI, 
Unemployment Statistics in Italy with Special Reference to Southern Italy, this Review, No. 21, 1952. 

(a) Unemployed workers who were previously employed. (b) Young persons under 21 years of age, and other persons in 
search of their first employment, or discharged from the armed forces. (c) Women engaged in house work who are seeking their 
first employment. (d) Pensioners in search of employment. (¢) Employed workers in search of other employment. 

Source: Ministry of Labour. 


ITALIAN INDUSTRIAL PRODUCTION INDEXES 



































(unadjusted, 1938= 100) Table K 
a Manufactures ; Elec- 
ral , Engi- | Build- _| tric 
ee | Total | Food 1 oes | Paper | — neer- | ing. = | Rubber | power 
| “™BY | img (Material) *2"s 
—* | T fr xen 
142 145 136 146 105 62 113 | 150 142 eos | 392 142 193 
165 179 159 | 152 | 115 167 129 149 170 coe | 225 160 206 
181 200 176 158 117 173 | 134| 173 178 | 174 278 194 219 








196| 241 190 163 104 176 144) 212 203 207 | 313 202 233 
215} 312 209 | 175 115 169 166 | 221 237 217 | 346 215 237 
214} 282 208 | 162 | 111 176 161 | 239 240 230 349 162 248 
225| 301 218 | 157 | 122 182 168 | 249 253 | 238 | 362 198 | 262 
184; 289 | 174 | 145 | 78 | 149 | 138| arr | 149 | 234 | 346 85 | 239 
221; 318 | 214 | 170 117 | 185 166 | 243 237 236 | 357 182 | 251 
229] 352 | 222 | 186 124 184 184 | 237 243 238 372 201 259 
| 




















Source: Bollettino Mensile di Statistica. 
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Statistical Appendix 265 
SELECTED BUSINESS INDICATORS 
Index Numbers, 1948 (annual average)= 100 Table L 
Number |joaded and . Production Tousi 
depart- ourist | Rail 
Month of rooms | unloaded of re an 
in Itali grams di- ment : movement 
| planned spatched stores Cars Lorries 
—_ a —_— —$— — 
1955 - March 614.4 229.7 166.2 403.2 460.5 280.8 263.6 133.4 
jume ws 578.0 | 233.2 168.5 576.4 574-9 236.9 827.5 133-9 
September 441.4 248.6 185.9 500.3 671.1 254-7 1,146.9 154-9 
December . | 1,081.1 244-4 181.9 1,065.7. | 489.0 225.9 284.0 140.3 
1956 - March | 659.3 263.3 182.6 524-9 | 694.6 249.0 299-5 144-4 
June . 462.9 | 259.0 196.7 680.2 734.2 272.8 1,052.2 155-2 | 
July . 523-9 | 258.2 196.2 595-2 804.9 273-2 1,544-6 148.4 
August . 342.3 | 252.7 193-5 470-5 269.2 130.0 | 2,198.1 147-6 
September . | 460.6 | 270.0 207.2 574-2 761.2 257-4 | 1,279-3 | 156.6 
October. | 589.6 | 286.2 210.5 806.0 se — $79-8 | co 
Source: Previsioni a breve termine. 
ITALY’S IMPORTS AND EXPORTS, 1954, 1955 AND 1956 
(million lire) Table M 
I 19 5 4 $8.9 19 5 6 
Month _ — = — — — 
Imports | Exports Deficit Imports | Exports | Deficit Imports | Exsports Deficit | 
= sataeienipeniinl aS aa pilot 
January . 134,482 80,374 \- 54,108 | 136,833 77,160 L 59,673 | 164,463 98,987 |- 65,476 
February 126,946 85,258 — 41,688] 133,110 84,085 |- 49,025] 144,275 96,574 |- 47-701 
March 1445344 | 91,475 |- 52,869| 144,062 | 93,821 50,241 | 169,797 | 117,234 |- 52563 
April 133,381 81,325 |- 52,056) 139,937 | 99.178 |- 49,759] 152,621 | 103,244 |- 49,377 
May . 129,675 80,076 |- 49,599] 148,058 95,101 |- 52,957| 169,512 | 106,491 |- 63,021 
June . 122,235 81,356 |- 40,879) 147,386 95327 |- 52,059| 176,744 | 106,660 |- 70,084) 
July 118,467 87,982 |- 30,485| 142,635 | 104,174 |- 38,461 | 169,366 | 116,866 |- 52,500) 
August . 109,197 | 81,900 |— 27,297| 127,229 98.211 |- 29,0%8| 148,489 108,345 |- 40,144} 
September . 112,660 | — 86,126 |- _ 26,534 _ 136,168 | 108,963 |-_ 27,205 | 138,937 109,078 |- 29,859 | 
Total (January-Sept.) 1,131,387 | 755,872 |- 375,515 |1,255,418 | 847,020 |- 408,398 |1,434,203 | 963-478 |- 47,725 | 
Annual total . 1,500,611 | 941,780 |- 558,822 |1,691,164 |1,160,688 ' 530,496 | 
| 
Source: Statistica del Commercio con Il’Estero. 
EXCHANGE RATES IN ITALY 


(Italian lire for one unit of foreign currencies) 
















































































hn Pound French | Belgian| Swe | Norwe- Dutch Gs 

Annual or monthly averages dollar ‘ ish gian : man 
(a) sterling franc | franc | own | crown florin | mark 

a 

1954-4. a. . 624.83 | 1,749.53 1.78 | 12.50 | 120.78 | 87.48 164.44 | 148.77 
1955 - a. a. . 624.85 | 1,750.28 1.79 | 12.52 | 120.92 | 87.52 164.68 | 148.90 
1955 - March 624.92 | 1,749-77 1.79 | 12.50 | 120.80 | 87.49 164.45 | 148.79 
June . . 624.88 | 1.749,67 1.79 | 12.50 | 120.80 | 87.49 164.45 | 148.79 
September 624.82 | 1,740.16 1.79 | 12.51 | 120.84 | 87.03 164.40 | 148.80 
December 624.80 | 1,758.21 1.79 | 12.58 | 120.08 | 87.87 164-46 | 149-79 
1956 - March 624.85 | 1,754.20 1.78 | 12.57 | 120.73 | 87.67 | 90.65 | 164.83 | 149.66 
June . 624.86 | 1,755.52 1.78 | 12.58 | 120.91 | 87.55 | 90.47 | 164.40) 149.83 
July . 624.82 | 1,746.70 1.78 | 12.56 | 120.13 | 87.36 | 90.34 | 164.18 | 149.60 
August 624.82 | 1,745.41 1.78 | 12.55 | 120.21 | 87.33 | 90-24 | 164.08| 149.38 
September 624.85 | 1,742.50 1.78 | 12.52 | 120.94 | 87.22 | 90.12 | 163.98 | 149.03 
October . 624.85 | 1,752.44 1.78 | 12.55 | 121.14 | 87.65 | 90.62 | 164.85 | 149.68 


(a) Italcambi buying rate. 
Source: Bollettino of the Bank of Italy. 
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Table O 
CAPITAL, SHARE PRICES, AND DIVIDENDS OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES 


shares at 



























































Companies sn aol 
of lire) “ - Date Amount | 1956 (1) rie 90 
(lire) of payment | (lire) (lire) 1956 
| 
Financial and Insurance r 
Finmare - Soc. Finanz. Marittima . . . . 18,000,000 500 | 2.11.55 32.50 456.— 7.13 
Strade Ferrate Meridionali (Bastogi). . . . 36,000,000 1,000 2. 5.56 80.— 1,573-— 5-09 
S.T.E.T. - Soc. Torinese Eserc. Telefonici . . 65,000,000 2,000 16. 7.56 | 150.— 2,381.— 6.30 
La Centrale ea —~* 25,000,000 5,000 24. 1.56 | 400.— 8,635.— 4-63 
Pirelli & C, 2) “a ae es ie ak Pe 1,400,000 400 3- 4:56 | 100.— 2,849-— 3-51 
Assicurazioni Generali. a oa 12,000,000 6,000 2. 7-56 | 500.— (|21,110.— 2.37 
Riunione Adriatica di Sicurta ee a a ee 4»320,000 2,250 6. 7.56 | 210.— 6,400.— 3-28 
Textiles 
Snia Viscosa ‘ cs 21,000,000 1,200 2. 5.56 100,.— 1,450.— 6.90 
Chatillon - Soc. Ital. ’ Fibre Tessili Art. we 6,000,000 1,000 2. §-56 | 100.— 
Linificio ¢ Canapificio Nazionale . . . 3»400,000 500 13. 2.56 35— | 475.— 7.37 
Cucirini Cantoni Coats. . aheg agilisy 6,000,000 1,000 9. 4-56 | 350.— 6,460.— 5-42 
Cotonificio Camomi. . . . =. 1 ew 3,600,000 | 1,500 20. 4.56 | 300.—(a)| 9,680.— 3-10 
Lanificio Rossi... isa bugs Decline Sh 6,000,000 | 4,000 12. 4-55 | 790.— — — 
Manifattura Lane in Borgosesia é phe 1,500,000 | 4,000 3- 5-56 | 500.— iia ad 
Minerals, Metals and Sibinabes 
Monte Amiata . Tf Peg Se; 3,280,000 2,000 5- 5-56 | 350.— 8,940.— 3-91 
Stabilimento Minerario del Sie . . . 1,647,360 | 1,000 2. 5-56 | 320.—(b)| 7,850.— 4-08 
Finsider. . . a aber Poe 50,490,000 500 9- 7-56 49-— | 614.— 6.51 
Ilva Alti Forni ¢ Acciaierie a Italia Ra ber oe 32,000,000 400 16. 4.55 28.— 518.50 5-40 
DT shh inte Sure ate bes 055°. 0 oon 12,000,000 500 16. 4.56 90.— 1,660.— 5-42 
ee ise Ee ee ee 26,259,000 250 26. 4.56 15.— 307.— 4.89 
F.1L.A.T. Heh Withe eter lephinfins. tote 76,000,000 500 2. 5.56 70.— 1,286.— 5-44 
Public Utilities 
Soc. Edison. . ca, te a 160,000,000 2,000 | 4- 4-56 130. 2,997-— 4-34 
C.LELI. . ne oe 22,500,000 2,250 4- 4:56 | 135.— 3,648.— 3-70 
Soc. Adriatica di Elettricita . Rg Hage Dy HE 54,000,000 1,000 16. 7.56 sepa 1,337-— 5-24 
S.I.P. - Soc. Idroelettrica Piemonte. . 68,948,876 | 1,200 20. 4.56 84.— | 1,502.— 5-59 
Vizzola - Soc. Lombarda Distr. ae Elettrica 25,137,000 2,250 | 16. 4.56 180.— 3,615.— 4-98 
Soc. Meridionale di Elettricitt .  . 61,236,000 1,000 28. 6.56 75-— 1,480.— 5.07 
Soc. Elettrica Selt-Valdarno. . . .. . 32,000,000 2,000 20. 4.56 160.— 2,825.— 5-66 
Soc. Romana di Elettriciti . . . . . . 32,000,000 | 2,000 20. 4.56 | 160.— 2,750.— 5.82 
Soc. Telefonica Tirrena - Serie A dottiacod'| § #98 3- 5-56 | 140.— (¢)) 2,342.— 5.98 
Soc. Telefonica Tirrena - Serie B + hae t 2,250 3- 5:56 | 140.— (C)) 2,350.— 5-96 
eet er ea a Png ce 4,900,000 | 3,500 7- 5-56 | 250.— _ _- 
Foodstuffs 
Eridania - Zuccherifici Nazionali . . . . 18,000,000 2,000 7- 5:56 | 800.— 5,180.— 5-15 
Soc. Italiana Industria Zuccheri. . . . . 7,200,000 4,000 7- 5-56 goo.— 19,400.— 4-64 
Chemicals 
Montecatini . . 84,000,000 1,000 3- 4-56 | 115.— 25795-— 4.11 
A.N.LC. - Az. Naz. Idrogenazione Combustbili 7:200,000 | 1,000 2. 5-56 oo 2,500.— 3-60 
Soc. Ital. per il Gas... 19,900,000 1,000 5. 7-56 80.— 1,429.— | 5.60 
Sundry | 
Soc. Generale Immobiliare . . . . . . 16,000,000 250 2. 5.56 30.— 574-— | 5-23 
Ist. Romano dei Beni Stabili . . . . . 6,557,280 | 2,000 | 21%. 5.56 | 240.— 4:730-— | 2.54 
pe Ge lk in 24,000,000 1,000 | 3. 4-56 | 130.— 39399-— | 3-82 
Italcementi . ny Age Eee 12,000,000 | 2,000 29.10.56 | 500.— |15,025.— | 3-33 
CE, bs” abe te Bit gh ite, ~'S 10.000,000 4,000 30. 4.56 500.—  |13,910.— | 3.59 


(1) During the last six months business on the Stock Exchanges has been drastically reduced; this is due to the opposition of 
the stock-brokers to the new rules for the control of future and contango transactions (Art. 17 of the Act of January 6, 1956, 
No. 1). Only cash transactions have been transacted, and some securities have not been quoted. 


(a) On shares of a nominal value of L. 1,000. (b) On shares of a nominal value of L. 600. (c) On shares of a nominal value 
of L. 2,000. 
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MINIMUM AND MAXIMUM QUOTATIONS OF SOME ITALIAN COMPANIES QUOTED ON STOCK EXCHANGES 












































(Lire) 
Table P 
195 6 | 
Companies Ill Quarter IV Quarter I Quarter II Sean q Ill Quarter 
Maxi- | Mini- | Maxi- | Mini- | Maxi- | Mini- | Maxi- | Mini- | Maxi- | Mini- 
mum | mum | mum | mum | mum | mum | mum | mum | mum | mum 
= — ; — 2 | 
Financial and Insurance | 
Strade Ferrate Meridionali (Bastogi). . . 1,870] 1,573} 1,960) 1,545) 15745) 1,515] 1,790 1,230) 1,533| 1,230 
S.T.E.T. - Soc. Torinese Eserc. Telefonici . 2,810) 2,380] 2,830) 2,380] 2,550} 2,325) 2,510) 2,200) 2,300) 2,050 
La Centrale . - + + # + | 10,650) 9,200] 10,930/ 9,000) 9,700) 8,750) 9,275) 8,525) 8,220) 7,000 
Pirelli & C. : Ms le eee 3.479) 2,897} 3,503) 2,605| 3,003) 2,540] 2,730| 2,340| 2,900] 2,600 
Assicurazioni " Generali = . ae. a | 23.090) 18,900] 22,350| 18,300) 20,900| 18,250) 20,450] 18,000) 20,100] 19,000 
Riunione Adriatica di Sicurt€é . . . . 8,330, 7,165) 8,225| 6,790| 7,125| 6,020) 6,860] 5,700) 6,280| 5,675 


Textiles 


Snia Viscosa . . 1,845) 1,425) 1,945] 1,500] 1,740] 1,442] 15590) 1,240) 1,490 1,285 
Chatillon - Soc. Ital. Fibre Tessili “art. ‘ 2,800! 2,110| 2,640} 2,150| 2,550| 2,350| 2,500; 2,090) 2,600) 1,950 
Linificio ¢ Canapificio Nazionale . . . 958| 639] 903 592| 695 507 556 492| 500) 485 
Cotonificio Vittorio Olcese . — 1,500} 860] 1,290} 1,000} 1,020 805 825 627, 649; 636 
Cucirini Cantoni Coats... .. ./| 7,220) 6,200] 6,975] 6,310} 6,660! 6,200 6,530| 6,150) 6,530! 6,300 
Cotonificio Cantoni . | 12,300 10,600 11,510] 9,700| 10,450) 9,720 10,400| 9,700) 10,050) 9,700 
Lanificio Rossi | 11,130| 7,550| 7,800] 6,050| 7,000] 5,200] 5+235| 31850) 4,050] 3,950 


Minerals, Metals and Engineering 


Monte Amiata . . s- ef Q .650| 7,380| 9,450} 7,500| 8,100) 6,600) 8,550; 6,700) 8,450) 7,000 
Ilva Alti Forni e Acciaierie a’ Italia - + + | 658) 440 668 540| 636) 558) 619) 395 510 400 
Dalmine sos + + 4 4 + + + | 1,762) 1,523] 3,750) 1,400) 1,693) 1,446 1,580) 1,388) 1,690| 1,495 
Terni. ‘ 415 270 428 298) 326 279 293 232 291) 242 
F.L.AT. soe 2 + 2 + + + | 1,821) 1,497] 1,841] 1,400] 1,645) 1,339] 1,460) 1,000] 1,350) 1,100 
Ansaldo . ° ° . . . . . . | 1,450 950 1,260) 750| "9401 690 802! 500 —_ _ 


Bianchi Edoard 6| ) 
ianchi Edoardo | 763) 574| 723) 523] 596) 512 560) 477) 55 51 
Public Utilities | | | 
Societa Edison | 3:045| 2,723] 3,142| 2,680] 2,910| 2,585) 2,903) 2.450| 2,840) 2,500 
C.LE.L.I. . . . . . a 3340) 2,850 3; 575| 3,080 35475| 3,110 3,460 3,02¢ 39359, 3,130 
Soc. Adriatica di Elettricita . - + + + | 4,396) 1,248] 1,447| 1,270] 1,363] 1,252] 1,340| 1,210) 1,380) 1,235 
S.1.P. - Soc. Idroelettrica Piemonte . 1,545) 1,310] 1 605) 1,400| 1,500| 1,330) 1,447] 1,235] 1,403] 1,250 
Soc. Meridionale di Elettricita | 1,525| 1,295) 1,615| 1,400 1,462| 1,320] 1,412) 1,210] 1,390) 1,215 
Soc. Elettrica Selt - Valdarno | 3.230| 2,600] 3,350| 2,830] 3,240| 2,990 3,180| 2,340) 2,885] 2,425 
Soc. Romana di Elettricita . 3,210} 2,565] 3,250) 2,780) 3.130| 2,805] 3,022] 2,300) 2,800) 2,420 















































Soc. Telefonica Tirrena - Serie B . . «~ | 2,910) 2,410] 2,990| 2,610} 2,700) 2,495) 2,540! 2,200] 2,400) 2,220 

Italcable . = me bees fw! a 5,890| 5,190] 6,370| 4,900 5,640| 5,260 5,400] 4,450} 5,070] 4,260 
Foodstuffs 

Eridania - Zuccherifici Nazionali + + + | 26,375] 24,400] 26,675] 20,250] 22,700] 19,200] 23,125) 19,000] 21,600] 19,025 

Soc. Italiana Industria Zuccheri a Gif x a aes 22,525] 17,400| 20,250] 15,975) 20,525| 16,975] 19,300] 17,400 
Chemicals | 

Montecatini . - | 3.450] 2,794) 3,515] 2,705! 3,010! 2,600) 2,880] 2,095] 3,105] 2,150 

A. -N.LC. - Azienda Naz. Idr. Combustibili ° 3,227 2,615 35300! 2,500] 2,750} 2,375) 2,685) 2,225 2,620 2,250 

Societa Italiana per il Gas . 1,827} 1,594) ! ,832| 1,430] 1,534) 1,380} 1,450) 1,280} 1,380] 1,220 
Sundry | | 

Soc. Gen. Immobiliare . . - @ 852 650 878 670 760) 690) 730 620 610 450) 

Istituto Romano dei Beni Stabili os & 9,690| 8,600] 10,320) 8,800] 9,550| 8,490) 9,025) 3,700] 4,750| 4,020) 

Pirelli Soc. per Azioni. . . . ~. «~ | 3,600) 3,040) 3,630) 2,840] 3,300| 2,846! 2,990] 2,375! 3,080) 2,601) 

Italcementi . . » + « + © « | 14,770] 12,290) 15,500) 13,200] 14,420) 12,995 13,150) 11,890) 13,650) 11,940) 

Cartiere Burgo . . . « «© «© «© « | 14,460) 12,775) 14,625) 13,050 13,495| 12,500) 12,575)| 11,425) 13,000] 11,750) 

| | | | | | 


Source: Bollettino Mensile di Statistica. 
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BRANCHES IN ITALY 


BRUNICO SCHIO 
MERANO VERONA 
BOLZANO VICENZA 
TRENTO UDINE 
BRESCIA PADOVA 
MANTOVA MESTRE 
BERGAMO GORIZIA 
MODENA VENEZIA 
COMO TRIESTE 
CREMONA OTTOM. DI CHIOGGIA 
MILANO CHIOGGIA 
PAVIA FERRARA 
BIELLA BOLOGNA 
VERCELL! RAVENNA 
TORINO FORLI 
CORTEOLONA RIMINI 
STRADELLA RICCIONE 
CAST. S.GIOVANNI\ 4 CATTOLICA 
CUNEO PESARO 
VOGHERA FANO 
SAVONA SENIGALLIA 
SAMPIERDARENA ANCONA 
CASTEGGIO URBINO 
GENOVA Jes! 


PIACENZA 


PARMA 
CARRARA 


REGGIO EMILIA 
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PORTO RECANATI 
CIVITANOVA M 
MACERATA 
FERMO 
PORTO S.GIORGIO 








LUCCA S.BENEDETTO DEL TR 
PORTO TORRES FABRIANO 
ALGHERO ASCOLI PICENO 
SASSAR) LECCE 
LIVORNO BARI 
MONSUMMANO PESCARA 
EMPOL) ( LANCIANO 
PRATO Nel CHIETI 
FIRENZE TERAMO 
GROSSETO CORIGLIANO C. 
CAGLIARI CROTONE 
PERUGIA NOLA 
CIVITAVECCHIA COSENZA 
FOLIGNO SALERNO 
ROMA FRATTAMAGGIORE 
L'AQUILA NAPOL! 
LATINA ROSARNO 
SULMONA REGGIO CALABRIA 
BENEVENTO MESSINA 
PALERMO CATANIA 


DEPENDENCIES ABROAD 


Representative Offices: NEW [YORK |- 1, Wall Street — LONDON E. C. 2 - 54,5Threadneedle Street 


PARIS - 4,0Rue de la Paix — FRANKFURT a/M - 7, Eschersheimer Landstrasse 
RIO DE JANEIRO - Rua Visconde de Inhadma, 134 — MONTREAL, Que. - T.I.E.C., 
The Italian Economic Corporation (affiliated company), 1425, Mountain Street. 


Branch in Spain: MADRID - Calle Principe, 12 
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